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64 THE BANKER 
A Banker’s Diary 


AFTER a trial week on a voluntary basis, the much heralded coupon 
banking scheme finally came into full operation towards the end of 
June, when the use of transfer-vouchers became com- 
pulsory for all dealings, with a few minor exceptions, 
involving more than 75 coupons. From the very 
beginning, the system has operated with a smoothness 
which has agreeably surprised all concerned and is a testimony to 
the thoroughness with which the scheme was drawn up by the 
Board of Trade and the banking representatives. The only unfore- 
seen difficulty, indeed, has been the reluctance of some multiple 
shop concerns to allow their branch shops to operate coupon accounts. 
Local managers have instead been instructed to remit coupons by 
post to head office. At first sight, it may seem strange that em- 

ployees who are trusted with the handling of cash receipts should 
not also be trusted to deal with coupons. It will be realized, however, 
that unlike the misappropriation of cash, the improper use of coupons 
cannot be covered by fidelity bonds and might involve the employing 
concern in an offence against the regulations. The difficulty could 
no doubt be surmounted if the banks were willing to accept instruc- 

tions that local managers should be allowed only to draw in favour 
of head office, or that no transfer vouchers should be supplied to the 
local branch, who could then be provided by the central management 
with transfer-vouchers already made out in favour of the head office. 
But the banks not unnaturally decline to accept any special instruc- 
tions restricting drawing powers on coupon accounts. Even in 
normal times, the tendency of the Courts to interpret banking law 
increasingly to the disfavour of the banks would discourage the 
latter from adopting practices which might eventually be construed 
as duties. In present conditions, of course, a further powerful 
motive is the desire to keep to a minimum any additional demands 
on depleted staffs. 


Coupon 
Banking 
a Success 


Hart the burden of additional work involved by the scheme has not 
hitherto been unduly severe is evident from the announcement that 
transfer-vouchers will, where possible, be confirmed 
vou on the day of presentation, whereas it was originally 
—— stated that they would not be available until the 
Rey following day. In most cases, the bank officials con- 
cerned found it less trouble to confirm vouchers 
actually on presentation than to require the customer to call a second 
time. The concession, naturally, does not in any way affect the 
general principle that confirmed vouchers would not be available 
until the following day if the bank staff were fully engaged on 
ordinary banking work. 
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THE complete absence of queries and hitches, even in the early days 
of the coupon banking scheme, is the more remarkable since at first 
sight it would seem that, in principle, banking in 
A Model coupons would require the same elaborate code of 
a regulations as banking in currency. One distinction, 
——— of course, is that in relation to coupons bankers are 
Cheque _ free from the normal obligations of the banker-customer 
relationship. Their responsibilities to their principal, 
the Board of Trade, are laid down in a code of unpublished instruc- 
tions, which at some points covers much the same ground with regard 
to transfer-vouchers as the Bills of Exchange Act in relation to 
cheques. Fortunately, the Board’s instructions seem to provide 
rather more latitude for intelligent judgment than is possible under 
ordinary banking law. For example, banks may credit coupons to 
an account, even though the transferee’s name is not quite accurately 
entered, provided they are satisfied that their customer is intended 
to be the beneficiary. On the other hand, it is known that the Board 
has prohibited the use of facsimile signatures, even under an in- 
demnity. One important reason why the scheme has worked so 
smoothly, it seems clear, is that the transfer-voucher is free from 
the endorsement nuisance which causes so much trouble to the 
paying and collecting banker in dealing with ordinary cheques. It 
is interesting to note that, although the transfer-voucher does not 
require discharge (and in fact cannot be transferred by endorsement 
but must be paid in by the original transferee), it nevertheless 
operates as a receipt. Except that transfer-vouchers are not returned 
to the drawer—which would create an impossible burden by duplicat- 
ing the whole work of the cheque clearing—the transfer voucher 
thus provides a precise equivalent of the non-transferable cheque, 
suggested in these notes last month as the best means of dispensing 
with the need for separate receipts. Experience under coupon 
banking may eventually bring banking circles to appreciate the 
economies in man-power and paper that might be effected through 
the widespread adoption of the non-transferable cheque. By that 
time, however, the opportunity to enjoy the benefits of such 
economies when they are really urgently needed may already ;have 
passed. 





THE winding-up of thé business in the United Kingdom of the Banca 
Commerciale Italiana, under Section 3A of the Trading with the 
Enemy Act, 1939, raised the interesting question of 

Currency the rights of non-enemy holders of lire balances. The 
Claims Bank undertook to provide lire for use within Italy 


‘jae against the payment of sterling or lire in London. 
Beaks It was argued, on behalf of the holders, that the 


breaking-out of war with Italy had resulted in the 











66 THE BANKER 





frustration of the contract. They accordingly relied on the recent 
House of Lords judgment in Fibrosa Spolka Akcyjna v. Fairbairn, 
Lawson, Combe, Barbour, Limited, which reversed the rule formerly 
applying in frustration cases that the loss lay where it fell, and asked 
for a repayment of the sterling equivalent of the lire at the rate of 
71.25 lire tothe £. For the sum so stated they claimed to be creditors 
within the meaning of the Act. Unfortunately, the judge felt unable 
to bring the present case within the ambit of the Fibrosa decision 
on the ground that he was bound by two decisions arising out of 
similar Trading with the Enemy legislation in the last war. He 
placed the present claims in the same category as a claim for future 
rent (In re Dieckmann (1918) 1 Ch. 331) or the claim on a bill, the 
due date of which had not arrived (/n re Francke and Rasch (1918) 
1 Ch. 470). These were held not to be “ present debts’ and were 
therefore not eligible for payment out of the business assets. The 
creditors’ rights remained but they were limited to such as they had 
under the ordinary law and not under the statute. The application 
of these decisions to the B.C.I. case would seem to have served out 
rough justice. That this was the effect of the Act was indeed 
admitted by the judge in Jn re Dieckmann, when he stated: ‘ The 
whole purpose of the Act is to extinguish speedily and completely 
those businesses which are directed to be wound up as being obnoxious 
to it, and the Act in a somewhat rough and ready fashion has indicated 
the persons whose claims the Controller is alone to recognize out of 
the business assets.’ 


PRESIDENT ROOSEVELT’s fifth Report to Congress on Lend-Lease 
operations is an encouraging document from more than one point 
of view. The rapid growth of Lend-Lease aid continues. 
Growing For the three months to May, 1942, the total of such 
—ae assistance to all the United Nations amounted to 
sic $1,927 millions, against $1,368 millions in the previous 
quarter and no more than $118 millions during the first three months 
of the system in the corresponding quarter of 1941. Equally 
heartening is the generous spirit in which this aid is extended. 
Those who have been receiving Lend-Lease aid in their hour of 
greatest need, President Roosevelt points out, have taken the 
initiative in reciprocating. ‘“‘ To the full extent of their ability, 
they are supplying us, on the same lend-lease basis, with many 
things we need now. American troops on Australian and British 
soil are being fed and housed and equipped in part out of Australian 
and British supplies and weapons. Our allies have sent us special 
machine tools and equipment for our munition factories. British 
anti-aircraft guns help us to defend our vital bases, and British- 
developed detection devices assist us to spot enemy aircraft.”’ 
That America has no intention of making post-war capital out 
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of the arrangement, moreover, is abundantly evident from the 
following passage: ‘‘ The real cost of the war cannot be measured, 
nor compared, nor paid for in money. . . . But the financial costs 
of the war can and should be met in a way which will serve the 
needs of lasting peace. . . . If each country devotes roughly the 
same fraction of its national production to the war, then the financial 


‘burden of war is distributed equally among the United Nations in 


accordance with their ability to pay. And although the nations 
richest in resources are able to make larger contributions, the claim 
of war against each is relatively the same. Such a distribution 
of the financial costs of war means that no nation will grow rich 
from the war effort of its allies.’’ . Differences of opinion are possible 
about the detailed interpretation of this principle in particular cases, 
but the principle itself is the clearest guarantee that the post-war 
settlement should not be such as to “‘ burden commerce’’ but to 
promote “‘ the betterment of world-wide economic relations.” 


THE current financial year has got away to a flying start. Revenue 
for the April-June quarter, as “will be seen from the table below, 
amounted to £554.7 millions, compared with only 
oe £319.1 millions in the corresponding quarter of 1941— 
an increase of no less than 73 per cent. To the extent 
of {98.1 millions, admittedly, this favourable showing is due to the 
inclusion in revenue of Canadian government contribution, repre- 
senting the first $435 millions of the $1,000 millions gift. Even if 
this item is excluded, however, revenue from domestic sources still 
shows an expansion on the year of £137 millions, or 43 per cent., 
compared with an estimated increase “for the year as a whole of less 


than 16 per cent. 
QUARTERLY REVENUE AND EXPENDITURE 


(£ millions) Deficit 
1939 Expenditure Revenue (or surplus) 
January/March .. sis 186.9 436.9 250.0* 
April/June .. a es 281.1 144.1 137.0 
July/September .. a 255 I 194.4 86.7 
October/December nd 296.8 200.0 go.8 
1940 
January/March .. Es 459.2 504.7 45.5" 
April/June .. af ee 694.8 188.2 506.6 
July/September .. Bi 915.3 264.1 651.2 
October/December Po 1,098.0 299.9 798.1 
1941 
January/March 1,159.2 656.6 502.6 
April/ June 1,074.3 319.1 755.2 
July/September 1,161.6 418.3 743.3 
October/December 1,259.9 484.1 775.8 
1942 
January/March .. v4 1,276.8 852.3 424.5 
April/June .. sia isa 1,295.4 554-7 740.7 


* Surplus. 
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Both direct and indirect taxation has contributed to this buoyancy 
of revenue. Income tax receipts, at £128.9 millions, are as much as 
62 per cent. higher on the year, reflecting both the higher rate and 
the greatly increased number of those liable, while Customs and 
Excise, at {204.0 millions, shows an expansion of over 47 per cent. 
Since we have the evidence of the B udget White Paper that the 
expansion in the national money income last year was on a modest 
scale, the buoyancy of income tax can be welcomed unequivocally. 
The high level of Excise, on the other hand, is the result of excessive 
consumption in the aggregate, combined with high rates of tax which 
strike most severely at the consumption of the lower income groups 
and divert an unduly large share of the available supplies to those 
with higher incomes. On the side of expenditure, movements are 
even more difficult of interpretation. On the one hand, this year’s 
figures are augmented by the inclusion of Canadian government 
contribution ; on the other hand, we must last year still have been 
paying for American supplies that would now be included in the 
total of Lease-Lend aid, which does not enter into the figures. 
Nevertheless, it appears certain that the figures reflect a further 
expansion in our domestic war effort, though at a diminishing rate 
as this approaches its ultimate peak level. This being so, it is a 
matter for satisfaction that the current deficit in each of the first 
two quarters of 1942 was lower than in the corresponding period of 
194I. 


IN the event, exceptionally large special assistance was ey to 


prevent a tight position over the turn of the half-year. Special 
buying on the final day of June was, in fact, certainly 

Heavy more than {20 millions and in some quarters was 
Special estimated to exceed £25 millions. Fortunately, the 


Buying mae 
_— market held large lines of short-dated maturities 


acceptable to the special buyer, so that real stringency was not even 
threatened. The amount of special buying seems surprisingly large, 
however, when it is considered that the ‘incidence of the calendar 
enabled the market to force the Treasury to expand the credit basis 
by over £36 millions in the shape of Ways and Means borrowing 
from the Bank of England, and that the banks themselves were 
well supplied with end-June maturities. Part of the explanation is 
that some {11 millions of the additional credit was required to 
neutralize a decline in the Reserve, due to he ‘avy note withdrawals 
and to provide for an increase in public and-“ other” deposits. 
Bankers deposits, as will be seen from the following table, con- 
sequently showed a rise on July 1 of only £38 millions, notwithstand- 
ing an increase of £49 millions in the Banking Department’s total 
securities. 


mn 
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ANALYSIS OF BANK RETURNS 


Note Bankers’ Government 
Circulation Reserve Deposits Securities 

£m. £m. fm. £m. 

June 24 i 796.0 35-5 133.6 145.1 
July 1 ‘is 801.6 30.0 171.6 137.7 
8 ne 807.4 24.2 140.5 27% 57 

15 812.6 18.9 120.8 150.0 

22 815.3 10.2 127.5 106.2 


Subsequent returns reflect the usual reabsorption of the additional 
redit created over the end of June. In the early days of the month, 
there was the usual return to credit abundance. Treasury bill 
applications, which on June 1g had fallen as low as {124 millions, 
jumped on July 10 to £158 millions—the highest figure for six 
months—reflecting the general expectation of an eager clearing 
bank demand for bills. Actually, the outlet proved decided restricted. 
It is true that although there were no T.D.R. maturities the banks 
were called upon to provide as much as £35 millions of fresh money 
in this form; but this alone heal not have been sufficient to 
disturb the easy credit conditions, with the current deficit running 
at a high level and bankers deposits still somewhat above normal. 
The expl: ination is probably that, in fixing the amount of floating 
debt borrowing, the authorities had not allowed for the sudden rush 
of National War Bond subscriptions which took place in anticipation 
of an early withdrawal of the issue. While the m pags had no 
difficulty in financing its Treasury bill quota of only 33 per cent., 
some outside applicants may have found themselves ith rather 
more bills than they had bargained for and applications on the 
following Friday slumped to less than {140 millions. Notwithstand- 
ing this decline in outside competition, the syndicate quota was 
unchanged at 33 per cent., and the suggestion was made that some 
of the bills may have been taken up by the Bank of England to 
prevent the market from being burdened with too heavy an 
allotment. In the succeeding week, special buying on a fair scale 
was actually necessary, accounting for the jump in Government 
securities shown by the July 22 return. 


AFTER a brief pause in mid-June, the steep rise in the note circulation 
has been resumed. In the five weeks to July 22, withdrawals 
amounted to {22.1 millions (against {15.1 millions in 


ea comm the corresponding weeks of 1941), raising the circula- 
‘irculation 
Still tion to yet another record level at {815.3 millions. 
Rising [his represents an expansion of {162.6 millions or close 


on 25 per cent. over the year. Nevertheless, it still 


remains true that the expansion in our note circulation is smaller 
than that in almost any other leading country. Thus, the latest 
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analysis of the League of Nations shows that, for the period 
November, 1941 -May, 1942, this country ranks twentieth on the 
list with an expansion of only II.I per cent. This compares, for 
example, with 12.5 per cent. in the United States, 15.5 per cent. in 
Germany, 17.6 per cent. in a neutral country like Portugal, 21.6 
per cent. in Australia and no less than 49.5 per cent. in India, which 
heads the list. At the other extreme, Switzerland showed an increase 
of no more than 1.1 per cent., South Africa only 1.4 per cent., Sweden 
and Denmark about 5 per cent. and New Zealand 8.6 per cent. 
What is discouraging about the recent increase is that it seems 
to reflect a partial failure of the “ Holidays at Home” campaign 
in the provinces, and is inevitably associated with disappointing 
savings figures. It is noteworthy that during the fortnight in June 
when the note circulation remained comparatively stable the small 
savings figures recovered to over £11,500,000, while the fresh spurt 
in the note circulation was accompanied by a sharp relapse in the 
figures to little more than {9 millions. In recent weeks, therefore, 
savings have been running very considerably below the average of 
{13,008,000 for the first six months of the year. Even allowing for 
the special stimulus of the Warship Weeks Campaign of the spring, 
the recent figures must be regarded as disappointing. Subscriptions 
for the April-June quarter total {150.0 millions, compared with 


{176.3 millions in the corresponding quarter of 1941, whereas the 
January-March figure of £205.3 millions showed an increase on the 
year of as much as £44.6 millions. For the first half of the year 
taken as a whole, the total of £355.4 millions represents an increase 


of £18.5 millions, or 55 per cent., over the corresponding period of 
I94I. 


CONSOLIDATION in the discount market is oe a stage further 
with the acquisition of Messrs. Hohler and Co. by Gillett Brothers 
Discount Co. The capital of Gillett Brothers will be 
Another increased from £300,000 to £550,000, while the com- 
Bill Market } ined institution will have deposits totalling between 
Merger . » - 
£20 millions and {21 millions, or an increase of about 
50 per cent. on the figures shown by the latest balance sheet of 
Gillett Brothers. Messrs. Hohler and Co. was the oldest remaining 
private firm in the discount market, having been established in 1820. 
[ts eventual amalgamation had, however, been expected ever since 
the unfortunate death last year of Group Captain J. E. Tennant. 
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NORTHERN IRELAND 


A Financial and Economic Survey 








Finances of Northern Ireland 
By The Rt. Hon. J. Milne Barbour, D.L., MP. 
(Minister of Finance) 


of Northern Ireland would necessarily open up the wider field 

of investigation of the details and results of an experiment in 
limited self-government or devolution which even in its many-sided 
financial aspects alone is beyond the scope of this brief survey. To 
grasp the essential basis of. Northern Ireland finances, however, it is 
necessary only to emphasise the all-important and unique feature 
that while the provincial Government possesses wide powers in 
regard to local expenditure and methods of administration its powers 
of taxation are very limited. It is evident that while these powers 
of taxation could in fact be exercised to provide additional revenue 
to meet expenditure of a special nature, or to meet a deficiency 
arising from relatively lower yields from existing taxes, the simul- 
taneous existence of Imperial taxation on a scale regarded as the 
maximum applicable to the wealthier part of the Kingdom, is in 
practice a sufficient deterrent to such action on any extensive scale. 
A natural corollary to Northern Ireland’s existence as a constitu- 
tional unit within the United Kingdom is therefore that standards 
of taxation and of expenditure over the Kingdom as a whole, must 
operate, generally speaking, as the governing factors, and these, 
from the aspect of community of interests and ideals as well as 
financial expediency, are the foundations of the financial policy of 
the Province. 


A COMPREHENSIVE study of the finances of the Government 


The Government of Ireland Act of 1920, which forms the original 
basis of the financial relations between the Imperial and the Northern 
Ireland administrations, reserved to Imperial control (providing at 
the same time limited Parliamentary representation at Westminster) 
the Customs and Excise duties, Postal Revenues, Income Tax and 
Surtax and any other taxes on capital or profits, representing in 
normal times over 70 per cent. of the taxation levied in the Province ; 
the very large increases in taxation imposed since the war and the 
imposition of new taxes such as Excess Profits Tax and Purchase 
Tax, which apply equally in Northern Ireland as elsewhere in the 
Kingdom, have naturally raised the preponderance of this “Reserved” 
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taxation to approximately 90 per cent. of the total revenues. All 
these reserved taxes are imposed by the Imperial Budget and their 
collection, as well as the administration of the postal service in 
Northern Ireland, is carried out by staff forming part of the Imperial 
Civil Service. It follows that there will be found throughout Northern 
Ireland branches of that service operating as they did prior to the 
setting up of the Government of Northern Ireland. The remainder, 
including death duties, entertainments duty, motor vehicles taxation, 
and various other licence duties, is raised under Northern Ireland’s 
direct control by methods of taxation almost identical with those in 
Great Britain and these are referred to as “‘ Transferred ”’ revenue. 
It may be of interest to observe here that the purchase tax, collected 
for administrative convenience in war-time with the ‘‘ Reserved ” 
revenues, represents a type of taxation normally within the powers 
of the Northern Ireland Parliament. 


It follows, therefore, that while a separate record is kept by the 
Treasury in London of the amount of the revenues attributable to 
Northern Ireland, the proceeds of the major portion of taxation in 
the Province are included with the revenues collected by Imperial 
departments and paid into the United Kingdom Exchequer. From 
this amount is deducted by the Treasury the full cost of services in 
Northern Ireland reserved to the control of the Imperial authorities, 
e.g., the revenue departments themselves, the judiciary, the post 
office, and an apportioned share of Irish liabilities which existed 
before the setting up of a separate administration such as Land 
Purchase (excluding approximately £400,000 retained by Northern 
Ireland in terms of the 1920 Act), superannuation (including a part 
of the former Royal Irish Constabulary), and pre-1921 advances to 
local authorities from the Local Loans Fund. After deduction of the 

cost of reserved services, approaching £3,000,000 in amount, there is 
allocated from these “‘ Reserved ’”’ revenues to Northern Ireland an 
amount estimated to be sufficient, together with the “ Transferred ” 
revenues and other direct receipts, to meet expenditure on services 
controlled by the Northern Ireland Parliament and administered by 
its local departments. This net allocation of revenue, known as 
the Residuary Share of Reserved Taxes, is paid over (as a study of 
the weekly Exchequer statements in the London Gazette will disclose) 
to the Northern Ireland Exchequer in bi-monthly instalments which 
increase in amount towards the end of the financial year, the inci- 
dence of receipt thus approximately corresponding with the progress 
of revenue collection. 

The balance of ‘‘ Reserved ’’ Northern Ireland revenue remaining 


in the United Kingdom Exchequer after making these residuary 
share payments re presents Northern Ireland’s Imperial Contribution 
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towards the expenditure and liabilities in general of the United 
Kingdom, that is, towards such Imperial services as the navy, army 
and air force ; war pensions ; foreign and colonial relations (including 
overseas trade); and the national debt, including, of course, the 
cost of the war and the multitudinous services now borne on Votes 
of Credit. It follows that the greater part of Northern Ireland’s 
‘Reserved ’’ revenues, appreciably increased as they are to-day 
from war taxation, is retained by H.M. Treasury and only such 
amount thereof as is necessary to supplement the “ Transferred ’ 

revenues collected by the Northern Ireland revenue departments 
actually reaches the local E xchequer. If, as was often the case in 
peace-time, the United Kingdom standards of expenditure in relation 
to the yield of “‘ Reserved ’’ taxation in Northern Ireland were such 
as to make it necessary to divert a relatively large proportion of the 
balance of “‘ Reserved ’’ revenue to the Northern Ireland Exchequer 
to meet “ Transferred ’’ expenditure, the amount of the Imperial 
Contribution necessarily suffered. The amount did, in fact, during 
some years of depression, dwindle to a comparativ ely small figure, 
but even so the position of inability to make even a token Contribu- 
tion has not at any time been re ached nor, in fact, has a Budget 
deficit been shown on the Northern Ireland Exchequer in any year. 


It is important to note, however, that, bearing in mind the postu- 
lates of parity in taxation and se rvices, even if the position were 
reached that, in order to maintain a United Kingdom standard in 
regard to services, a “‘ minus’’ position resulted in regard to the 
Contribution, the nature of the financial agreements between the 
mother country and Northern Ireland provide that means will be 
found to make good the deficit. 


In relation to the relatively large amount of expenditure controlled 
locally, covering as it does, broadly speaking, those functions of 
government which do not infringe the Imperial prerogative of 
reservation of matters which affect the United Kingdom as a whole 
or have an imperial or international aspect, the principles of Parlia- 
mentary control and the authority of the Ministry of Finance over 
the spending departments are identical in operation and equally as 
strict as those operated in Great Britain by Parliament and the 
Treasury ; and an additional limiting factor exists to some extent 
in the reservation to Imperial control, as described above, of the 
main sources of revenue. 

It is far from being the case, however, that Treasury control 
over Northern Ireland expenditure is exercised in any arbitrary 
manner, the Residuary share of Reserved Taxes and the Imperial 
Contribution being, in fact, determined by an independent statutory 
body known as the Joint Exchequer Board, on which the Treasury 
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and Northern Ireland are directly represented. This Board is also 
competent to determine any question affecting financial relations 
which may raise difficulty or contentious issues, but in practice the 
harmonious relations and closeness of contact between the two 
Governments and administrations have made the number of such 
special references conspicuous by their rarity. 


In making its annual determination of Residuary Share and 
Imperial Contribution—estimates as distinct from actuals in the 
first instance—the broad principles which are taken into considera- 
tion by the Board are, the existence of common standards of taxation 
in both areas, the maintenance of social services in Northern Ireland 
on a similar footing to the rest of the United Kingdom, and the 
provision of other services, having regard to local standards and 
requirements, of an approximately similar nature to those in operation 
in Great Britain. 

Northern Ireland’s independent administration has, of course, 
freedom to deal appropriately with local problems where different 
conditions exist from those operative in Great Britain. The relatively 
small area and population and homogeneous character of the Province 
has, for example, made it possible to centralise, often with useful 
economies, many public services such as police and .to a limited 
extent electricity and transport on lines which may not be practicable 
in Great Britain. Agricultural organization had also, prior to the 
war, surpassed corresponding action elsewhere in the Kingdom. 
Then, again, there might be mentioned divergent practices which 
took special local conditions into account in regard to the stimulative 
measures to meet depression in trade and to provide employment, 
which were considered essential in the decade prior to the outbreak 
of the present war. These were applied by Northern Ireland under 
a code of legislation designed to give important concessions by grants 
and loans to foster the establishment of new industries in the Province 
(though rather more moderate in scope than the Special Areas 
legislation in Great Britain), and by the Loans Guarantee Acts 
which, analagous to the Trade Facilities Acts in Great Britain, 
were continued after the latter had been allowed to lapse in 1926. 
The Loans Guarantee Acts enabled guarantees to be given for loans 
amounting to over £21,000,000, designed primarily “for the main- 
tenance of the shipbuilding industry. It is expected that there will 
be no loss to the Exchequer from the operation of these Acts and it 
may be observed that, apart from the employment given and the 
unemployment payments saved, invaluable additions to the nation’s 
merchant fleet resulted. 


In referring to the question of unemployment it is necessary to 
mention a further important factor in connection with the financial 
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relations with the central Government. It was recognised at an 
early stage after the setting up of the provincial administration that 
the often specially localised impact of unemployment tended, if 
relief measures were also localised as to cost, to throw a dispropor- 
tionately heavy burden on Northern Ireland, and it was agreed 
generally that unemployment ought to be a national or Imperial 
charge. It was decided, therefore, that the principle of relative 
parity between the Great Britain and Northern Ireland Unemploy- 
y nt Funds should be maintained on the basis of the proportions 

the insured populations of the two areas, and that, if a relatively 
ke burden of unemployment made the latter the poorer fund 
(the converse is also applicable), direct payments should be made to 
the Norther n Ireland Exchequer in partial contribution towards the 
deficit. As an incentive to economy in administration, the payments 
acceptéd as an Imperial charge were limited, under an agreed formula, 
to an extent which provided that a part of any deficit should be 
met directly by Northern Ireland. 

The total amount paid in Imperial Contribution in the period 
of 15 years of self-government prior to the present war amounted 
to approximately £30,000,000, ranging in various years from over 
{6,000,000 to as low a figure as £24,000; the amount in the year 
ended March 31, 1939, was £1,300,000. Direct payments from the 
Imperial Exchequer in the same period (exclusive of Residuary 
Share) amounted to some {20,000,000 which included, however, in 
addition to Unemployment equalization payments, some £10,000,000 
in respect of inaugural expenses in the earlier years. 

So far, this article has dealt with the normal peace-time relation- 
ship between the two Exchequers, and it may be of interest to follow 
this up with a reference to essential war-time modifications. 


[t was decided that Civil Defence services in the Province, while 
organized on a footing corresponding with that in the rest of the 
Kingdom, could be more efficiently administered under direct local 
control. If the ordinary method in peace time of making provision 
for expansion in a service transferred to Northern Ire land control 
had been followed, that is, by increasing the Residuary Share alloca- 
tion, the increased revenues from taxation on a war-time basis would 
ob iously have been more than sufficient to cover the expenditure 
involved, with a very substantial balance as the Imperial Contribu- 
tion. It was correctly adjudged by the Imperial Government, 
however, and approved by the Joint Exchequer Board, that the cost 
of such services, representing only one aspect of the cost of the war 
even in its direct relation to Northern Ireland, should more legiti- 
mately be met from the Votes of Credit introduced for war purposes 
at Westminster towards which in general, as with other Imperial 
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expenditure, Northern Ireland’s Contribution is applied. In this 
connection it may be appropriate to mention that the agricultural 
subsidies paid for the stimulation of food production are accepted 
as a direct Imperial charge. 


As a convenient method of progressive payment in respect of 
such additional expenditure without the necessity for continuous 
detailed costing of the items of purely “ war” expenditure paid 
from the Northern Ireland E xchequer, a peace-time datum level 
of expenditure on transferred services has been fixed at about 
£13,000,000 and Residuary Shi ire payments continue to be made, 
with the usual allowance for “ transferred ’’ revenues, on this basis : 
the “‘ excess war expenditure ”’ above this figure is recouped directly 
to the Northern Ireland Exchequer from the Votes of Credit. 


It is, of course, a sine gua non in regard to this arrangement that 
in arriving at the datum level of Northern Ireland expenditure in 
consultation with the Treasury, war-time economies in peace-time 
serv ices should operate over the Kingdom as a whole on the normal 

‘parity ’’ principle. 


Touching the Imperial Contribution in war-time, it is interesting 
to note that, comparing the actual revenue returns for the last pre- 
war years, 1938-39 with the estimated revenues for 1942-43, the 
relative increased yield from ‘‘ Reserved’’ revenues in Northern 
Ireland is greater than the corresponding increase in Great Britain, 
and the amount of the war-time Contributions already almost exceed 
the total of all pre-war years since 1921, viz. : 


{ 
1939/40. . we 7 _ + 000,000 
1940/41... oe ae x 5,500,000 
1941/42... ‘i és a 16,900,000 (provisional). 
1942/43. .. _ ~ s 21,300,000 (estimated). 


The direct payments (excluding Residuary Share) from the 
Imperial to the Northern Ireland Exchequer in the same period are 
represented by 


Unemployment Excess War Expenditure 
f f 
1939/40 .. a - 1,388,000 600,000 
1940/41 .. = ss I,402,000 a 
1941/42 .. pia is 150,000 2,857,000 
1942/43 (estimated) .. Nil 4,416,000 


Some reference should be made to the capital position of Northern 
Ireland and, while due regard must be given to the obligations of 
the province as a constituent unit of the United Kingdom in relation 
to the vast extent of Imperial liabilities and the probable wide scope 
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of commitments which problems of post-war reconstruction may 
involve, the position may be claimed to be very satisfactory. 
The public debt at June 30, 1942, consisted of : 


(a) £10,560,000 Ulster Savings Certificates of which, however, 
£7,690,000 to date have been, and all current receipts for 
the duration of the war will be, re-lent to the Imperial 
Exchequer for war purposes. Accrued interest on these 
Certificates is fully covered by a special sinking fund ; 

(b) £2,000,000 Ulster 3} per cent. Stock redeemable April 1, 
1943, and for which full provision has already been made 
in a sinking fund ; 


(c) £3,581,000 (out of £4,000,000 issued) of Northern Ireland 
3% per cent. Stock redeemable 1950/54 and, in addition, 
drawn for redemption by a cumulative sinking fund of 

2} per cent. per annum ; 

(a) (875, 000 Treasury Bills issued in London at approximately 
similar rates as for Imperial Government Bills, and 
which, being related only to a normal current revenue 
deficit, will be redeemed before the end of the financial 
year. 

Contingent liabilities for guaranteed loans, etc., have been 
steadily reduced in recent years from £35,000,000 to some {11,000,000 
(the latter figure including some {7,000,000 in respect of the capital 
of the Government Loans Fund) and are considered fully secured. 
The latter Fund is the prototype of the Local Loans Fund in Great 
Britain, and its liabilities, which consist of £3,705,000 Ulster Loans 
45 per. cent. Stock, 1945/75, £1,958,000 Ulster Loans 5 per cent. 
Stock, 1950/60, and £1,500,000 temporary advances, are secured as 
to approximately £2,000,000 advanced to the Exchequer for capital 
expenditure on housing, drainage, etc., by statutory charges on 
annual votes of Parliament, and as to the remaining {5,000,000 on 
loans on mortgage to local authorities, etc. 


In addition to sinking funds for the repayment of specific debt, 
Road Fund, Teachers’ Superannuation Fund, and the various social 
insurance funds for unemployment, health and pension purposes, 
etc. (maintained on relative parity with the corresponding Funds 
in Great Britain), Northern Ireland possesses Capital and Reserve 
Funds amounting to approximately £5,000,000, including a Land 
Purchase Sinking Fund, amounting to date to over £2,500,000 in 
process of accumulation to provide revenues equivalent to the ter- 
minable annuities at present derived from the sale to tenant farmers 
of their holdings under the Land Purchase Acts. 
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Banking in Northern Ireland 
By Hugh Murphy 


(Secretary of the Northern Bank) 


T is interesting and informative to examine the figures of the 

Banks in Northern Ireland during the past five years. A com- 

parison of these figures with those of the other Banks in Ireland 
gives a general view of financial conditions in this country, from 
which jt may be possible to look ahead a little and view the general 
outlook so far as the relation between the Banks and the require- 
ments of the community are concerned. 

Northern Ireland offers the banker a well-spread selection of 
interests. Agriculture covers about two-thirds of its area, and 
industrial interests the other third, but the population is about 
equally divided between agriculture, manufacture and distribution 
(that is, transport, commerce and the professions). 

To meet the requirements of these various branches, the banker 
must have ample resources in deposits and credit accounts, and 
although credit must be given to the steady deposits which are always 
forthcoming from the agricultural section, it is a fact that the urban 
area contributes its very fair quota also. It is a characteristic of 
bank deposits in Ireland that usually the individual amounts are 
small ; the important aggregate shows that they are very numerous 
and therefore flexible. As will be shown later in this article, not- 
withstanding the ready response of the community in War Savings 
Drives, the desposits of the Banks have shown a remarkable increase 
during the past three years of the war. 

Banking in Northern Ireland is chiefly controlled by the three 
institutions having their head offices in Belfast, the Northern Bank, 
Ulster Bank and Belfast Banking Co. All of these banks are estab- 
lished well over 100 years, their long-standing relations, not only 
with the business affairs, but also with the individual and family 
affairs of the people, have given them an intimate and accurate 
knowledge of the financial status and requirements of their cus- 
tomers. Business is very localised. A change of banker is made 
with as much hesitation as a change of doctor, and while there is 
no lack of natural and healthy competition, banking is conducted 
along well-defined and agreed lines. 

These lines are usually agreed upon at a Committee which meets 
at stated periods in Dublin. It is composed of representatives of 
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each of the nine banks operating in Ireland. Any new feature or 
point of general interest arising either from domestic conditions or 
in the outside banking world, ‘and which might have a local bearing, 
is previously circulated to all the member banks for consideration. 
It is then discussed and relative procedure decided upon at the 
following meeting of the Committee. In this way, Irish banking is 
kept in line with banking developments in England and Scotland, 
subject to whatever adjustments may be considered most suitable 
to Irish conditions. 

As the majority of Northern Ireland banks work also in Southern 
Ireland,.and vice versa, it is necessary in an examination of banking 
in Northern Ireland to include all the banks operating in that area, 
as the activities of the Southern Banks are quite important, if not 
so great in the aggregate, as those of the three local banks. 

The civilian population in Northern Ireland is 1,290,000; the 
total deposits of the banks in Northern Ireland, including the 
Trustee Savings Banks, is £80,228,983. This means that the amount 
of deposits per head of civilian population, not including the deposits 
in the Post Office Savings Bank, is now slightly over {62, as com- 
pared with £45 per head of the population in all Ireland in 1936. As 
two out of the Northern Ireland banks operate in Eire, and five of 
the Eire banks operate in Northern Ireland, it is a fair assumption 
that part of the deposits of the Northern Ireland banks in Eire is 
set off by that part of the Eire Banks in Northern Ireland. Actually, 
in a recent investigation, this was calculated to be approximately 
correct. 

The following tables show the principal movements between 
1937 and 1941, shown respectively by the three banks whose head 
offices are in Belfast, the banks operating in Eire, and the combined 
figures of all the banks operating in Ireland. 


THREE BANKS WITH HEAD OFFICES IN BELFAST 


1937 1941 Change 
j 0/ 
N /O 
Deposits and Credit Accounts 49,093,831 65,140,825 + 32 
Advances... “s ar 24,881,340 20,320,000 — 18} 
Note Circulation .. a 3,879,318 8,506,520 +1194 
Net Profits .. an “es 372,842 266,052 — 28.8 


BANKS OPERATING IN EIRE 


1937 1941 Change 
£ £ % 
Deposits and Credit Accounts 127,904,099 150,915,575 + 18 
Advances aa a 61,774,949 61,071,876 — 1.1} 
Note Circulation .. ay 5,971,541 9,219,863 + 54 


Net Profits ve ~s 975,326 765,974 — 21} 
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ALL BANKS OPERATING IN IRELAND 


1937 1941 Change 
£ £ % 
Deposits and Current 
Accounts ae oe 176,997,930 216,056,400 + 22 
Advances ii os 86,659,289 81,391,876 — 6 
Note Circulation .. a 9,850,859 17,726,383 + 75 
Net Profits F at 1,348,168 1,032,026 — 23 


It is apparent that there has been a general liquidation of assets 
—proceeds being placed in the banks for security and availability, 
with an important reduction in advances. This movement has been 
greater in the North than in the South, as evidenced by the per- 
centage fall in deposits and current accounts in the ratio of 32 per 
cent in the North and 18 per cent. in the South. Note circulation 
has also increased more in the North than in the South, in the ratio 
of 119} per cent. in the North and 54 per cent. in the South. If 
times and conditions were normal, all these changes would, from a 
banking point of view, be favourable. With deposits and credit 
accounts going up, advances being paid off and note circulation 
increasing, all of which factors point normally to a healthy and 
active condition, we are nevertheless faced with decreasing banking 
profits. 

Over the five years there has been a fall in net profits in the 
North of over 28 per cent. and in the South of over 21 per cent. 
During this period costs were rapidly increasing and revenue 
decreasing. The important income derived from advances was 
decreasing each year, while the yield from the increasing amount of 
deposits resulting from the easy monetary conditions was also 
. becoming steadily less remunerative. In the year 1931, banking 
returns showed a net profit of {1 15s. od. per cent. In 1936 this 
was reduced to 13s. gd. per cent., and for 1g4r the return of net 
profit on the capital, reserves, deposit and .credit accounts of the 
banks in Ireland works out at no more than approximately gs. per 
cent., or roughly one-quarter of what it was ten years ago. 

This disconcerting trend, already apparent in 1937, caused one 
bank to reduce its dividend to shareholders in that year. In 1938 
there were two dividend reductions, in 1939 there were eight, in 
1940 there were four reductions, and again in 1941 there were two 
reductions. This continued loss of profits caused the banks last year 
to introduce a new scale of fees for current accounts, at the rate of 

ros. 6d. for each fifty transactions each half-year, with a minimum 

of 10s. 6d. and a maximum of £15 15s. od. It is hoped that this 
new source of revenue will, to some extent, make up the deficit caused 
by the factors which have been described. 

The increased deposits and decreased advances, and the resultant 
investment of the banks’ funds in Government securities, has raised 
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the liquidity of the banks in Ireland to a ratio much above what 
is in banking practice considered necessary in normal times. This 
liquidity ratio indicates the reserve which is instantly available to 
meet the demand for accommodation in the early stages, when 
reconstruction of economic conditions again becomes possible. In 
the North the figures on which liquidity is calculated are included 
in the following statement : 


NORTH 
Liabilities Assets 

Capital and Reserves £5,000,000 Cash at call . £19,782,099 

Notes in Circulation 8,506,519 Investments : 
Deposits and Credit Government Securities 25,389,671 
Accounts 65,140,823 Other securities 2,992,716 
Sundries 65,096 —_—_—_——— 
Carry forward 291,242 £58,164,488 
Advances 20,207,556 
Bank Premises 631,636 
£79,003,680 £79,003,680 
ob acti oameainiinies 

In the South the figures are : : 
SOUTH 
' Liabilities Assets 

Capital and Reserves .. £13,682,248 Cash at call . £32,287,701 

Notes in circulation 9,219,863 Investments : 
Deposits and Credit Government securities 76,548,122 
Accounts . 158,121,270 Other securities 8,774,029 
Sundries T3,700 a 
Carry forward 542,078 £117,609,852 
Advances .. . 615,083,392 
Sundries 286,707 
Bank Premises 2,174,208 


£181,579,159 {181,579,159 





The state of liquidity—i.e., the combined proportion of cash; 
money at call and short notice, and investments to the banks 
liabilities to the public (deposits and notes in circulation)—are as 
follows : 
79°% as compared with 63% in 1936 
66% in 1936 


Northern Ireland 
Eire ie eat oe", .. zs mp 


The ratio in Northern Ireland has gone up more than in Eire because 
of the numerous war factors which control and restrict the disposition 
of money in the North. 

With a ruling rate of 2 per cent. for discounting bills at the 
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Bank of England, Government borrowing on Treasury bills and 
Ways and Means advances at a rate of I per cent., and interest in 
London for money at short call at } per cent., depositors in Northern 
Ireland receive very fair treatment at a rate of I per cent. per 
annum for their money. There are no fixed term deposits in Ireland 
and a nominal rule is that banks are entitled to ten days’ notice 
before repayment of a deposit, although this is never asked for in 
practice. 

There is also a scheme for encouraging small savings called 
“ Thrift ‘Deposits ’’ amongst the banks in Northern Ireland, and 
on such accounts interest at I per cent. per annum is also allowed. 
This scheme has been availed of in such a manner as to more than 
justify its having been introduced by the banks. 

In Northern Ireland the deposits in Trustee Savings Banks have 
shown a marked increase in the past decade. The figures show 
that these savings banks have a direct appeal to the saving com- 
munity. As a further indication of reserve power they are most 
encouraging in viewing the potential financial strength of the people. 

In 1930 deposits totalled £5,825,600, in 1936 deposits totalled 
£9,328,028, and in 1941 deposits reached £15,088,158. 

In 1936 the number of individual depositors was 87,651 and in 
1941 the number increased to 129,821. 

Unemployment has been reduced to almost the’ minimum of 
unemployable persons in Northern Ireland. Trade under Govern- 
ment restrictions of output and prices is active. Farmers are assured 
of good crops this year, and as prices are fixed both for cereals and 
stock there is a confident tone in the agricultural section. Manu- 
facturers and merchants buy freely within their quotas, and pur- 
chasing power for all goods is firm. Owing to the transfer of American 
troops there is a new volume of fresh money in Northern Ireland, 
which will benefit both the country and the City population. The 
banks have agreed to undertake the collection of clothing coupons 
for the Board of Trade, following the lead in this respect of the banks 
in England. 

The year 1942, now half over, should show better results for the 
banks than the previous year. And the financial resources of the 
people of Northern Ireland, as evidenced in the foregoing statements, 
are such as to justify them in looking to the time when, in the post- 
war reconstruction, with wise local government, coupled with 
experienced banking, they will resume their status as an important 
industrial and shipping centre in the various markets of the world. 
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Ulster Industry and the War Effort 
By The Rt. Hon. Sir Basil S. Brooke, Bt. 


(Minister of Commerce and Production) 


ORTHERN Ireland came of age on June 22, 1942. Twenty- 
Nox years earlier the first Parliament of Northern Ireland 
was opened by His Majesty King George V. 

It may be of interest to indicate briefly the position of Northern 
Ireland within the framework of the United Kingdom. The Con- 
stitution is federal in type, certain legislative and fiscal powers being 
reserved to the Parliament at Westminster, in which Northern 
Ireland is directly represented by thirteen members. The Parlia- 
ment of Northern Ireland has power to make laws for the peace, 
order and good government of that area, but has no power to deal 
with inter alia matters arising out of a state of war, or trade with 
places outside Northern Ireland. 

Northern Ireland has a population of 1,279,000, a large propor- 
tion of whom are descended from Scottish and English settlers. 
The Ulster Scot has played an important part in the building up of 
the Empire overseas and also of the great Republic of the United 
States of America. It is claimed that no less than fourteen Presidents 
of the United States have been of Ulster extraction. In the happy 
phrase of Mr. Menzies, the former Prime Minister of Australia, the 
Ulsterman regards himself as an “‘ improved Scotsman.”’ 

It is not surprising, therefore, that Northern Ireland should be 
keenly and extensively interested in overseas trade, or that the 
Empire and trade have made the Ulsterman international in outlook. 
In normal times, the internal economic stability of the country is 
largely dependent on the promotion of new trade openings, and the 
retention of markets already won. The basic industry is agriculture, 
but side by side with this have been developed the great linen and 
shipbuilding industries, as well as the manufacture of a number of 
miscellaneous engineering and other products. Northern Ireland 
has to import all her steel plate and coal requirements, yet the 
products of her linen factories, shipyards, engineering works, distil- 
leries, rope works, mineral water factories and miscellaneous indus- 
trial establishments are known in the markets of the world. During 
the calendar year 1938 (the latest year for which figures are available) 
the value of her external trade was estimated at £105,446,000, of 
which £54,385,000 represented imports and {51,061,000 visible 
exports. In exports, linen holds the premier position, and indeed 
in peace-time occupies the second place in importance of value—the 
first being held by whiskey—in the United Kingdom exports to the 
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United States. An examination of the linen figures shows that 
during the year 1938 the home market absorbed approximately 45 
per cent., the British Dominions approximately 20 per cent., the 
United States 14 per cent., Latin America 5 per cent., and China 4 
per cent. of the total production. The markets for the engineering 
products were almost equally well distributed. 

Like other parts of the United Kingdom, Northern Ireland and 
her industries passed through a period of short-lived boom, followed 
by periods of intermittent depression between the Great War and the 
present World War. The 1914-18 War had seen a marked curtail- 
ment in the overseas markets for Northern Ireland products ; tariff 
barriers and economic nationalism were the order of the day, and 
Northern Ireland was therefore especially interested in the results 
of the Ottawa Conference, which opened up certain Dominion 
markets for her linen products in particular, and in the 1938 Trade 
Agreement between the United Kingdom and the United States, 
which led to a marked reduction in United States tariffs. 

In addition to her manufacturing industries, Northern Ireland 
has been gradually developing her tourist industry, and the existence 
of excellent cross-channel facilities contributed much towards this 
end. Indeed, for the year 1938, it was estimated that Ulster’s 
revenue from tourism was in the neighbourhood of £2,000,000. 

It was recognized, however, that the industrial eggs of the area 
were spread over too few baskets, and efforts were made, especially 
in the decade before the outbreak of war, to broaden the base of 
Ulster’s industrial structure. Financial assistance in the form of 
grants and loans from Government funds was made available, and 
a measure of success attended the campaign, several new manu- 
facturing concerns having established themselves, the majority being 
in or around Belfast. It was reported that at the end of 1938 the 
new concerns which had taken advantage of the facilities offered 
under the New Industries legislation were affording employment to 
nearly 10,000 workers. 

For raw materials, the Northern Ireland linen industry in pre- 
war days depended on Belgium, Holland, the Baltic States and Russia. 
The extension of the conflict to these countries meant that the 
impact of war was felt with severity in Northern Ireland, especially 
as her commercial outlook was not restricted to any particular area 
of the world. Moreover, on the outbreak of hostilities, Northern 
Ireland was not in a particularly favourable position to make an 
immediate and comprehensive contribution to the industrial war 
effort. Less than ten per cent. of her total insured workers were 
engaged in engineering, shipbuilding, aircraft or allied trades, and 
her sources of raw materials for the textile industry were jeopardized. 
Moreover, the engineering industries of the province had not 
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specialized in high-precision or mass production work. In a modern 
war, where mechanization is the order of the day, the absence of 
suitable machine tools is a serious handicap to any industry turning 
over to armaments production, and time is necessary to cope with 
this problem. In these circumstances, Northern Ireland found itself 
with a continuing unemployment problem. 

At the outbreak of war the veteran Prime Minister, Lord Craig- 
avon, in a message to the British Government declared : “All our 
resources are at your disposal—our manpower, our industrial 
capacity, our agriculture, everything that will help to bring victory 
to our armies,” and the main aim of the Government and people 
of Ulster since that date has been to implement this promise. 
Gradually the industry of the province was harnessed to the war 
effort. The process involved many problems. Employers found 
difficulty in securing the necessary managerial skill to control new 
ventures and expansions, and in the early stages, workers, after 
a lengthy experience of under-e mployment conditions, did not 
regard with favour any drastic methods of dilution. But the demand 
for expanded production in itself went far towards providing a 
solution to these problems. One of the gratifying features of the 
change has been the ready way in which the women oper ratives in 
the linen industry have adapted themselves to the requirements of 
war industry. In the early stages, when export was regarded as 
essential to the war effort, the linen ‘industry devoted its energies to 
the production of goods for the Supply Departments and the export 
trade. Gradually, as the raw material fields on the Continent 
became overrun by the enemy, there was a contraction in the amount 
of material available for export, and the industry turned its attention 
to the production of cotton and staple fibre goods, thereby freeing 
labour in Great Britain for other urgent national work available in 
the textile producing areas in Great Britain but not in Ulster. The 
raw material supplies of the linen industry were provided for, to a 
substantial extent by quadruplicating the acreage under flax in 
Northern Ireland. Factories for the processing of the flax were also 
provided with Government assistance. A section of the linen 
industry was turned over to alternative production, and the making- 
up industries secured substantial contracts from the Supply Depart- 
ments. The advent of utility clothing provided a field in which the 
textile workers of Ulster could readily make a valuable contribution 
to the national effort. 

One feature which assisted in the development of war industries 
lay in certain steps taken by the Government of Northern Ireland 
in 1931 to promote a scheme of widespread development of electricity 
in the urban and rural districts. This scheme, operated by a non- 
profit earning authority, proved successful, a development which 
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helped materially in making available a supply of cheap electricity 
throughout the greater part of the country. Steps had also been 
taken to re-organise road transport, and this development was still 
in progress when hostilities commenced. 

Much interest has been centred on the Report of the Citrine 
Committee on the regional organization of production, and it is 
therefore worthy of note that Northern Ireland carried through 
pioneer work in this respect. The thesis on which the report is 
based, namely, that “an efficient Regional Organization is an 
essential element in the effective prosecution of the war, and an 
essential prerequisite for the effective functioning of any regional 
machinery of co-ordination is a properly articulated system of 
devolution of executive authority,’ presented a number of points of 
similarity to that which I advanced to the Production Executive 
of the War Cabinet early in 1941. Just a year ago, the regional 
organization in Northern Ireland was overhauled, the general duty 
of supervising war production in that area being entrusted to me as 
Minister of Commerce and Production. To assist me in this work, 
I set up a Production Committee, consisting of four representatives 
of the Engineering and Allied Employers’ Federation, and four 
Trade Union representatives, together with the regional represen- 
tatives of the Supply Departments, and a representative of the 
Ministry of Labour. This step was followed by the establishment 
of a Labour Supply Inspectorate, which works in close co-operation 
with the Ministries of Labour, and Commerce and Production. Its 
main object is to ensure that Ulster’s labour resources are being 
utilized to the best advantage in the national interest. 

These developments have borne fruit, and the unemployment 
figure, which in the early part of 1941 had been approximately 
70,000, fell to less than 20,000 in‘May, 1942. 

One of the features which has received special attention in the 
region has been the recognition of the importance of the human 
factor in industry. Cante ens have been provided, transport diffi- 
culties have been successfully tackled, and a beginning has been 
made with the establishment of joint Committees of employers and 
workers. The whole basis of the production campaign has been to 
emphasize the essential unity of purpose between the men and 
women in the production factories and the members of the combatant 
forces. 

Although good progress has been made, the industrial effort of 
the province has not yet reached its peak. Plans for further utiliza- 
tion of Ulster’s latent resources are now in train, and the drive for 
a maximum possible contribution towards the war effort is being 
pursue d unre mittingly. Perhaps I may sum up the situation once 
again in the words which I recently used in the Parliament of Northern 
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Ireland: ‘‘ The motive that lies behind all the decisions of my 
Ministry, whether they are decisions restricting certain peace-time 
industries, or designed to secure greater use of manpower and the 
fullest possible output in the factories is simply this—total effort 
in a total war. In the most Widespread and desperate struggle the 
world has ever seen, the Allies need everything their peoples can give. 
All must be given if all is not to be lost. As a temporary measure, 
the comforts and pleasures, the likes and dislikes of the individual 
citizen, traditional methods of working must give way to the 
country’s need, so that eventually a society may be preserved in 
which we can still live as free people and not as slaves of a dictator. 
I repeat—total effort is needed in a total war. That is what is 
demanded of us, and that is what as Minister of Commerce and 
Production I am resolved to achieve in the sphere for which I am 
responsible.”’ 


Banks and Post-War Legal Changes 
By F. R. Ryder 
"[ econor can be no doubt that the post-war period will see many 


economic and social changes, which must have their corollary, 
amongst other things, in changes in the legal framework. 
Some of the changes in this sphere will necessarily be the concern 
of the banker, and it is therefore desirable for a variety of reasons 
that bankers should correctly anticipate the direction of change. 
Such an attempt is by no means premature. An understanding of 
the probable trends will enable the banks to seize any suitable 
opportunities of removing the present uncertainties in the law as it 
affects them, of advocating amendments which would facilitate 
business, and of drawing attention to any disregard in new 
legislation of the problems peculiar to banking. 
It is evident that changes may come about for various reasons. 
In the first place, periodic reforms are necessary in any legal system 
that is to remain in touch with the changing life of the community. 
Official recognition of this fact is to be found in the reports of the 
Law Revision Committee, whose work has already fostered several 
Acts of Parliament. Then modifications will be necessary in banking 
law itself. Finally, attention must be given to the repercussions 
upon banking of legislation designed as an instrument of social and 
economic policy, and in particular to changes designed to bring 
about variations in the banking system itself. Thus there would 
appear to be four main trends of legal change likely to affect the 
framework of banking practice. 
Under the first head, indications of the possible direction of 
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post-war reforms may be found in the later reports of the Law 
Revision Committee, which have not as yet been adopted as the 
basis of legislation. It must be emphasized that our present purpose 
is to consider which branches of the law affecting bankers are likely 
to be involved, rather than to discuss the technical points at issue. 
The Statute of Frauds, the doctrines of consideration and of con- 
tributory negligence give rise to questions concerning respectively 
guarantees, b: ulments and third party security, and the duty of the 
customer to exercise care when drawing his cheques. Each subject 
has been considered by the Committee and the following recommenda- 
tions are of interest to the banker: In the Committee’s view, the Statute 
of Frauds, Section 4 (relating to the necessity for evidence in writing) 
should be repealed. Certain promises, where they are in writing 
or for an option, should be enforceable without consideration, which 
moreover should be deemed valid notwithstanding that it is past con- 
sideration or is given by a third party. Where loss or damage is 

caused by the negligence of two or more parties it should be appor- 
tioned according to the degree of blame attributable to each. How- 
ever, it is to be mentioned that a strong minority report argues 
that writing should remain essential to the \ validity of a guarantee. 
That bankers are likely to continue in any event the practice of 
requiring guarantees to be in writing is specifically recognized, but 
much is made of the public’s familiarity with the idea that writing 
is necessary to a guarantee. 

To consider the precise effects of these recommendations upon 
banking practice, were they adopted, is beyond our present subject, 
which is to estimate the probable direction of change. Under this 
head must be noted a tendency, already well in ev idence i in the decade 
before the war, for legislation to provide more and more frequently 
for the exercise of discretion by the Court. This is obviously an 

-asy get-out for the draughtsman facing a difficult problem. Again, 
the present emergency, as is well known, has seen the enactment of 
statutes which entail application to Court before the normal remedies 
of creditors may be pursued, where sucha remedy has become available 
as a direct or indirect consequence of the war. With the post-war 
period of adjustment facing the community, it can hardly be expected 
that the law will fail to provide some protection for the financial 
casualties of that transition, just as it has extended special facilities 
to those placed in financial difficulties due to the war. A banker 
must thus assume that his position will often depend upon the 
discretion of the Court. Nevertheless, it is seldom that a bank 
would sue for its legal rights in circumstances in which the Court’s 
discretion would not be granted in its favour. Another recent trend 
is the more frequent provision for arbitration of disputes. This 
tendency, and also the establishment of permanent tribunals (such 
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as the Rating Assessment Committees) to administer Parliamentary 
enactments, must surely continue, in view of the growing intricacy 
which is unavoidable in a legal system operating in a community 
where the specialist plays an ever larger part. 

Let us now consider that cross-section of the law which governs 
banking practice. A perusal of the financial journals for the past 
few years clearly shows that there are outstanding a number of 
questions which in varying degrees hamper the regular discharge 
of business. In some cases, the law is clear and unlikely to encourage 
litigation. In more numerous instances, unfortunate ‘ly, the legal 
position is still uncertain. a the first category, there stands out 
the case of Lloyds Bank v. Savory (1933 A.C. 201). 3y this decision, 
the onus of enquiry wee upon a ase ting banker was extended 
to the particulars of the employ ment of the customer’s spouse. 
The banking profession was also reminded that facts calling for 
special enquiry may be deemed relevant, even though they are not 
within the cognizance of the branch at which a cheque is paid in. 
This decision results from a codification of the common law on 
a basis which was satisfactory enough at a time when it was still 
exceptional for both husband and wife to be in business and before 
the establishment of branch banking, but which is no longer ap- 
propriate under modern conditions. Coupled with the decision in 
Midland Bank v. Motor Trade Association (1937), which varies the 
duty of enquiry according to the customer’s past banking history, 
the Savory case strongly calls for some statutory amnendione: nt. The 
recent discussion in the press of the legal obstacles to the use of 
cheque vouchers as receipts is a reminder that even the Bills of 
Exchange Act, which has uniquely withstood the test of time, 
is not altogether adapted to the needs of a developing banking 
system 

The changes which might arise under the second head discussed 
above are too diversified ‘and uncertain to be illustrated in detail. 
However, as examples of the type of question which might be 
involved there may be noted, Section 45-46 of the Bankruptcy Act 
of 1914 (as affecting the pay ment and collection of cheques), payment 
under mistake of fact, the accounts of infants and uncertified lunatics, 
the stamping of mortgages to cover the whole debt, pass-book 
entries, rights of set off, notice of trust, the bank as gratuitous bailee 
and the theoretical leg ral entity of head office and branch. It is not 
suggested that these difficulties are sufficiently important to merit 
specific legislation, but bankers should certainly have proposals in 
readiness in case the branches of the law concerned should come 
under revision. 

As a second main source of post-war legal change there was 
mentioned above the effects of legislation intended to bring about 
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social and economic changes. Under this head, the position is 
necessarily more indefinite. As an example of the problems which 
arise, however, may be mentioned the “ ad hoc”’ board. This form 
of administration was established a century ago, in Bentham’s day, 
in such bodies as the River Catchment Boards. Its extensive use 
since 1918 is illustrated by the following examples, whether or not 
they are under the immediate egis of a Minister of the Crown : the 
Tithe Commission, the Spindles “Board, the Milk Marketing Board, 
the War Damage Commission, the London Passenger Transport, and 
the Electricity. Boards. All are variants of the earlier creations. 
Again, the Coal Act of 1938 vests practically all coal-mining royal- 
ties in the Coal Commission. With the political aspect of this device, 
considered as a compromise between the advocates of outright 
nationalisation on the one hand and of /aisser faire on the other, we 
are not here concerned. The banker’s concern is with the legal 
aspect of such commissions or boards as customers of the bank, or 
as debtor or creditor of other customers. Each is a legal entity 
deriving its powers—including any powers to lend and borrow— 
from a specific Act of Parliament. Where a board is so constituted 
as to be part of the executive Government, it has all the immunities of 
the Crown. This means that it cannot, for example, be sued in 
tort for negligence or conversion, or for breach of contract. A 
person desiring to sue such a body must bring a Petition of Rights ; 
and such a Petition may be commenced only under the fiat of the 
Attorney General, which is discretionary. Moreover, the Crown is 
in a strong position regarding procedure, such as the discovery of 
documents. In many cases, too, these “‘ ad hoc ”’ institutions would 
be carrying out the direction of an Act of Parliament or a public 
duty. Any civil action against them must consequently be com- 
menced within twelve months of the time when the right of action 
first accrued. Following a commission set up under Lord Birkenhead 
in 1921, Sir Henry Slesser prepared a bill to facilitate public litigation 
against the Crown, but this was not proceeded with. Bankers must 
therefore always bear in mind that in dealing with these bodies their 
normal rights and those of their customers are restricted. 

Reference has already been made to the possible continuance of 
Emergency Legislation pending post-war adjustment. It is also 
feasible that this type of enactment will be continued after the war 
as an instrument of policy. This involves a series of uncertainties 
in the law which is most undesirable from the banker’s point of view 
for, however confident he may be of securing the Court’s discretion 
in his favour, this can be obtained only through litigation which the 
banker will wish to avoid. 

That banking, as an integral part of an economic system, will 
conform to adjustments within that system is axiomatic. The ever- 
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increasing use of the cheque, at present perhaps an embarrassment, 
clearly foreshadows the time when a banking account will be 
universal. Furthermore, the arrangement by which wholesalers are 
paid by single cheques of retail traders’ associations, who them- 
selves have received one cheque from each retailer, is unlikely to 
decrease the number of customers. It may, on the other hand, 
reduce the volume of cheques, at the same time producing new 
legal problems, unfortunately attendant upon all commercial in- 
novation. However, these legal difficulties may be expected to 
concern the retailers and wholesalers more than the banks. Lord 
Reith as a Government spokesman intimated that it was intended 
to control the policy but not the management of post-war industry. 
To fulfil this intention legislation would be necessary. Like the 
Defence (Finance) Regulations, this would perhaps provide only a 
framework, leaving details to the arbitrament of a competent 
banking authority, in the same way that the Bank of England now 
determines residence for the purpose of currency transfers. Such 
machinery would call, as with most modern legislation, for a careful 
balancing of the respective advantages of discretion on the one hand 
and certainty on the other, for in legal matters these qualities vary 
inversely. 

The foregoing comments have necessarily indicated no more 
than the sources and possible form of some of the post-war legal 
changes for which the banker may reasonably prepare. Only if the 
banks formulate in advance their attitude on these matters will it 
be possible for them to reply fully to any referendum upon the 
questions involved, or to represent the banker’s attitude towards 
the details of any proposed legal reform touching upon banking 
matters. To this end, it is most desirable that a representative 
standing committee should be appointed, to ensure that uncertainties 
in the law are reduced to a minimum and that the technical banking 
problems which may be raised by any intended change in the law 
receive due attention. 
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Legal Aspects of Exchange Control 


N other countries, where exchange control was established long 

before the war, the legal problems to which it gave rise have 

received due attention, and a considerable legal literature dealing 
with this subject has already come into existence. Here the position 
is very different. The only questions associated with the legal 
aspect of money in international trade that have been discussed at 
all fully are those arising out of the gold clauses. This reflects a 
tradition: ‘ attitude of English lawyers, who seem to have neglected 
this field almost entirely—perhaps an indirect tribute to the stability 
of sterling and its position as an international currency. . 

Dr. F. A. Mann, author of the ruling work in English on the legal 
aspect of money (himself a Continental lawyer of repute), discovered 
for example, that almost the only precede nt in this field was a 
decision of 1604. It is typical of this attitude, too, that we have had 
to wait nearly three years for a comprehensive and reliable work of 
reference on such an important subject as the Defence (Finance) 
Regulations. Mr. Howard’s book* is, therefore, strictly overdue. 
Published any time within the first eighteen months of the outbreak 
of war it would have constituted an invaluable guide not only to 
the large section of the public affected by the Re ulations, but also, 
it may be suggested, to those administering them. Now that most 

‘though not all—of the vexing problems to which the Regulations 
gave rise have been settled, interest in the book is bound to be, in 
the author’s own a yrons largely academical. 

Apart from the Landlord and Tenant Act, the e emergency legis- 
lation as a whole has led to curiously little litigation and the Defence 
(Finance) Regulations to none whatever, if we except prosecutions 
before the magistrates for failure to surrender foreign exchange or 
register restricted securities. It is refreshing to be able to state that 
the credit for administering the foreign exchange control so efficiently, 
reasonably and unprovocatively must go Jarge ly to the much 
maligned bureaucrats of the Bank of E ngland. This happy family 
atmosphere may not, however, persist under the stresses and strains 
of peace. If, as seems generally agreed, the control is to remain 
with us for a considerable period after the war, there may well be 
a tendency to contest the Treasury’s now undisputed interpretation 
of the Regulations. Mr. Howard’s book will then come into its own. 

The author’s method of presentation and analysis is altogether 
praiseworthy. There is a short but adequate introductory account 
of the Emergency Powers (Defence) Acts, whence the Defence 
(Finance) Regulations derive their statutory authority, and of the 





* The Defence (Finance) Regulations. By F.C. Howard, M.A. (Butterworth. 
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Trading with the Enemy Act, 1939, insofar as this bears on the main 
theme. The introduction is completed by a discussion of the nature 
and objects of the Finance Regulations. Bankers would do well to 
ponder these pages. They constitute a wholesome antidote to the 
regrettable proneness of bank officials dealing with the control to 
overlook the underlying purposes of the Regulations and to become 
cabin’d, cribb’d, confin’d within the four walls of the Bank of 
England Notices. The Regulations themselves are dealt with seriatim, 
while the appendices give the text of the Emergency Powers (Defence) 
Acts, of some of the most material of the Orders made under the Reg- 
ulations, and of the Bank of England Notices to Banks and Bankers. 

Having paid proper tribute to the general lines on which Mr. 
Howard has treated his subject we may be permitted to join issue 
with him on particular points. One of the most important is the 
well-known difficulty of deciding whether the Regulations apply to 
British nationals resident abroad. Section 3 of the Emergency 
Powers (Defence) Act defines the extra-territorial operation of the 
Regulations as follows: ‘‘ Unless the contrary intention appears 
therefrom, any provisions contained in, or having effect under, any 


Defence Regulation shall . . . (b) in so far as they impose prohi- 
bitions, restrictions or obligations on persons, apply . . . to all 
persons in the United Kingdom . . . and all other persons being 


” 


British subjects except persons in any of the following countries. 
These latter comprise the rest of the British Empire and any 
territory under His Majesty’s protection or suzerainty. Mr. Howard, 
on page 3, rightly observes: “It is a general rule of the 
interpretation of a statute that in the absence of anything to the 
contrary it only affects acts committed and persons within the 
jurisdiction.”” It is certainly in this spirit that the Treasury have 
applied the Regulations, since no attempt has been made to compel 
British subjects, including companies incorporated in the United 
Kingdom, resident abroad to surrender their foreign exchange or 
register their holdings of restricted securities. 

But now consider Regulation 2, which runs: “.. . no person 

. shall buy or borrow any foreign exchange or gold, etc.” In 
commenting on this, Mr. Howard says: ‘‘As this is not confined 
to persons resident in the United Kingdom, the Regulation strictly 
would appear to bind British subjects in (e.g.) the United States as 
regards dealings in the United Kingdom, but it can hardly (sic) 
affect such a person dealing in dollars in the United States.” Surely 
there can be no doubt that such a person in the latter eventuality 
is under no liability whatsoever, however much we may, on patriotic 
grounds, deplore the fact. A British subject who has been bona fide 
non-resident since before the war is (with the exception to be noted 
later), in precisely the same position as a foreign non-resident, 1.e., 
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his sterling capital assets located inside the sterling area cannot be 
transferred outside the sterling area, but, on the other hand, he has 
no duties in respect of assets located in territories where the British 
Government exercises no jurisdiction. 

The exception mentioned relates to the power taken by the 
Treasury under Regulation 8 (1A) to require British subjects resident 
outside the ste rling area or British Empire to disclose details of any 
property in which they may be interested. This is the only case of 
a Regulation directed specifically to a British subject resident 
outside the jurisdiction. By implication, therefore, if on no stronger 
ground, it is submitted that such persons are, in respect of their 
property outside the sterling area, free from any liability under the 
Regulations. 

Mr. Howard's discussion of the meaning of “ residence ’”’ for the 
purposes of the Regulations is illuminating, but in his desire to explain 
the tortuous workings of the mind of the Treasury draftsman he 
sometimes leans over backwards. This applies particularly to his 
exposition of the subtle differentiation between “not resident 
outside the sterling area’”’ and “‘ resident within the sterling area.”’ 
The author’s forthrightness initially gets the better of him, when 
he calls the former phrase “ peculiar’ and ‘‘ somewhat clumsy as 
an alternative’ to the latter. Second thoughts cause him to falter 
and he eventually relents so far as to call it “‘ an exact description 
of persons who are resident within the sterling area.’’ The Parlia- 
mentary draftsman will not mend his ways if he receives undeserved 
commendation of this kind. 

In a work that rightly deserves to be called comprehensive, the 
omission of any discussion of the position and responsibilities of 

‘authorised banks” is disappointing. This is a point of very 
lively and practical interest. On the one hand, these banks are 
regarded as organs or agents of the Control. Their rate of remunera- 
tion in buying and selling foreign exchange is fixed for them by the 
Bank of England—and even the legality of this charge is questioned 
by Mr. Howard | ! On the other hand, evidence is not wanting that 
the banks are quite inconsistently considered to be acting as prin- 
cipals vis-a-vis their customers in such’ transactions. On general 
principles it would appear self-evident that an institution which is 
compelled to remunerate itself by a small agency fee and debarred 
from making a profit cannot reasonably be expected to carry risks 
and accept losses. It is strange that no bank has raised this issue 
when one considers the difficult points that have cropped up in 
relation to frustrated contracts in occupied countries. Some elucida- 
tion of this problem is overdue and it is to be hoped that in a sub- 
sequent edition Mr. Howard will give us his views on what is bound 
te become a burning question when the mass of foreign exchange 
contracts now in suspense for the duration comes to be.-settled. 
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The Banking Half-Year 


Past aie the most interesting banking development of the 





past half-year was the introduction of coupon banking only a 

few days before its close. So far as normal banking is concerned, 
the six months were uneventful by comparison with the corres ponding 
period of 1941, when the technical adjustments necessitated by the 
war were still in process of completion. This being so, it is natural 
that the attention of banking circles should have become inc reasingly 
concerned with the banks’ domestic affairs, and particularly with 
ever more difficult problem of staff. According to the original agree- 
ment with the Ministry of Labour, the banks would have been left 
in February last with 55 per cent. of the pre-war male staff. Early 
in 1942, however, it was announced that a further 10 per cent. 
would have to be withdrawn, reducing this proportion to no more 
than 45 per cent. Deferment for the remaining men of military 
age was granted until the end of August. At the s same time, the 
Ministry agreed that female staff in the 20-30 age group, employed 
in key categories (such as machine operators, shorthand-typists 
and cashiers), would not at present be called up, though all others 
would in principle be available for transfer to direct war work or 
the Women’s Services. 


In spite of this severe depletion of staff, the banks hitherto have 
managed to maintain something very like a normal standard of 
service to customers. Attempts have been made to economize 
manpower by such methods as reducing the amount of detail given 
on customers’ statements, or sending out statements less frequently, 
but in all cases any such adjustments have been made only with 
full deference to the customers’ wishes. At the moment, it probably 
would not be an exaggeration to say that the banks are standing 
at the cross-roads, when any further demands on banking manpower 
would necessitate either a more drastic and forcible reduction in 
the standard of service or in the organization of the banking system. 
Thus there has been much discussion in recent months of the 
desirability and possibility of discouraging the needless drawing of 
cheques, of centralized book-keeping or changes in commercial 
practice such as the recognition of the cheque voucher as a receipt. 
At the moment of writing, the financial world generally is still 
awaiting the findings of the new Kennet Committee, which is in- 
vestigating the possibilities of securing a further release of man- 
power, “‘ whether by way of some form of concentration or otherwise.” 


Though these domestic preoccupations have been much in the 
foreground, there have been some noteworthy changes in actual 
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banking trends. Contrary to all wartime precedents, the half-year 
has seen an actual contraction in the volume of bank credit after 
the rapid expansion in the latter half of 1941. This check to credit 
expansion has been accompanied by important changes in the 
distribution of assets, notably a sharp decline in Treasury deposit 
holdings and a recovery in discounts. During the first quarter of 


the year, advances actually showed some recovery. Though the. 


downward trend has since been resumed, the decline over the six 
months has been quite trifling, and’ this has been associated, as 
might be expected, with a pronounced slowing down of the expansion 
in investments. 

For the explanation of any banking movements in these days 
one must naturally turn to the trend of war finance, and this is 
done in the following table, which relates changes in bank deposits, 
by half-yearly periods, to the current deficit for the period and the 
extent to which this was covered by Savings, in the conventional 
sense : 


DEFICIT, SAVINGS AND BANK DEPOSITS 


(£ millions) 





Savings “ Un- Change in 
Half-yearly Revenue -- ————_- A+, covered” 3ank 
Periods Deficit Small Large Total Deficit Deposits 
1939—II - ae 177 41 ~- 41 137 +193 
1940 I es . 461 210 43 253 208 + 28 
Il “ aig 1,449 269 444 713 736 +331 
1941 I we ae 1,258 337 594 931 327 +146 
II 1,519 274 540 814 705 +383 
1942 I 1,128 354 591 945 183 — 66 


Thanks to bumper revenue and in spite of rising war expenditures, 
it will be seen, the current deficit in the first half of 1942 was actually 
£130 millions lower than in the corresponding months of 1941. 
With savings slightly higher, the “‘ uncovered ’’ deficit was accord- 
ingly reduced from {£327 millions to £183 millions, or actually less 
than in the first half of 1940, when the war effort was still in its 
infancy. In the first half of 1941, it will be noted, the expansion in 
deposits was {181 millions less than the “ uncovered ”’ deficit. Thus 
the decline in the deficit alone would not suffice to account for an 
actual decline of £66 millions in the volume of bank credit. There 
has obviously been a net increase also in receipts other than savings. 
And it is very evident that the most important source of such 
additional receipts must be the new tax reserve certificates intro- 
duced in December last, of which £281.8 millions were outstanding 
at the end of June.With their tax-free yield of I per cent., these 
have proved outstandingly attractive to large taxpayers and have 
therefore been most successful in their object of skimming off some 
of the surplus liquid funds created during the latter part of 1941. 
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It may be noted, however, that to the extent of {18.8 millions, the 
apparent decline in deposits from the December, 1941, peak is due 
to a contraction in transit items, so that the decline in effective 


deposits is only £47 millions. 


Any contraction in bank credit in the middle of a major war, 
however, must be accounted a remarkable achievement. It is true 
that even this development is not actual proof that inflation has been 
checked. For one thing, the note circulation has risen by a further 
{50 millions this year, compared with only {27 millions in the 
corresponding half of 1941.More important is the consideration that 
the available supply of consumption goods has been further curtailed, 
so that the preservation of monetary equilibrium would have 
necessitated a substantial contraction in the effective circulation of 
money. Professor J. R. Hicks has recently estimated that a curtail- 
ment in spending by some {150 millions is necessary if inflationary 
tendencies are to be restrained. Given the present system of physical 
controls, however, a surplus of purchasing power on this com- 
paratively modest scale could hardly set up a really dangerous 
inflationary movement, and the Treasury may be well satisfied 
with the soundness of the present position. Whether this financial 
soundness may have been achieved at some cost to the physical 
war effort through the discouragement of production 1s, of course, 


another question. 


The reversal of the upward trend in deposits has been accompanied 
by striking changes in the distribution of the banks’ assets. The 
contrast between recent movements and those of the preceding 
twelve months is clearly brought out in the following table :— 


CLEARING BANK RETURNS 
(£ millions) 


Change on: June, 1941, Change on: 

June, 1942 Dec., 1941 June, 1941 Dec., 1940 June, 1940 

Deposits ina whe nas 3,263.1 — 66.1 + 317.2 + 145.9 + 476.5 
Cash ‘ és mar 354.6 — 11.3 + 43.8 — 13.7 — 41.2 
Call Money ic ica 147.3 + 6.0 + 4.4 — 15.6 — 23.2 
Discounts .. re a 292.0 + 120.9 + 99.0 — 71.8 — 191.1 
ean. aa as “s 542.5 — 215.5 L 60.5 + 168.5 482.0 
Investments a ns 1,058.3 + 66.7 176.2 | 108.8 + 244.0 
Advances .. i she 800.3 — 6.4 — 58.9 — 46.8 — 103.2 





Most striking of all is the contraction of no less than £215.5 millions 
in bank T.D.R. holdings, as contrasted with an increase of £168.5 
millions in the corresponding months of 1941. Over the past year, 
therefore, this item shows an increase of no more than {60.5 millions, 
against {482 millions in the preceding twelve months. On ‘the other 
hand, discounts have shown a recovery of {120.9 millions during 
the past six months and of {99.0 millions over the year, compared 
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with a drop of {191.1 millions in 1940-41. 

The contrasting movements in T.D.R. holdings and discounts, 
clearly, are not entirely unconnected. It is only in the past two or 
three months that the Treasury has distinguished between prior 
encashments and maturities in the monthly floating debt return. 
An analysis of the previous figures, however, clearly indicates that 
from the very beginning the banks have availed themselves to some 
extent of the facility to cash in Treasury deposits in exchange for 
longer-dated Government securities. Until recent months, however, 
the tendency seemed to be rather to hold Treasury deposit receipts 
in reserve, and to effect large-scale transfers of funds to the Exchequer 
by allowing Treasury bill maturities to run off instead of by the 
prior encashment of receipts. This policy was clearly in evidence 
during the opening weeks of the current year, when the rush of 
subscriptions to the new Tax Reserve certificates, superimposed 
on a peak revenue inflow, was associated with a sharp decline in 
bill holdings in February to by far the lowest level on record. A very 
different policy was followed during London’s Warship Week in 
the following month, when virtually the whole of the current sub- 
scriptions to Government securities were transferred by T.D.R. 
encashments, and the opportunity was taken actually to replenish 
the bill portfolio by more than £50 millions. 


A further contrast between recent movements and those of 
preceding periods, it will be seen, has been the extremely small net 
decline in advances. In the first three months of the year, there 
was an actual recovery in this item of £31 millions, which for a time 
suggested that the flow of repayments was at last slowing down 
and being overtaken by fresh lending for war purposes. Subsequent 
figures suggest that this improvement did not foreshadow an early 
reversal of the underlying trend but was due to special factors. 
Among these have been mentioned changes in internal book-keeping 
methods, and borrowing by companies as an indirect method of 
acquiring Tax reserve certificates, though it is probable that the 
latter influence was on a small scale. In the past three months, the 
former downward trend of advances has been resumed with a 
contraction of £37.4 millions, which is fully equal to the previous 
rate of decline. 

As would be expected, the comparative stability of advances 
over the period has been associated with a slowing down of the 
expansion of investments, though these now rank easily first among 
bank assets, overtopping advances by as much as {£258 millions. 
What is surprising at first sight is the fact that, of the additional 
£60 millions of investments acquired during the half-year, more than 
£50 millions were added in the first three months of the period, when 
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advances were temporarily rising, whereas the succeeding three 
months have seen a net increase of only £9.5 millions, notwithstanding 
a much greater fall in advances. The implication seems to be that 
the banks have felt temporarily glutted with securities as a result 
of the substantial additions to their portfolios made in support of 
the Warship Weeks Campaign. 

In spite of the smaller expansion in the investments portfolio, 
the two main earning assets together have increased over the half- 
year by about as much as in previous periods ; in the past three 
months, however, earning assets show an actual decline. Changes 
in the assets structure since the beginning of the war are brought 
out in the next table, which shows the movement in the various 
assets by half-yearly periods and also in the principal ratios. It will 
be seen that at the end of 1939, “ liquid assets’ represented 32 per 
cent. of deposits and the two higher earning assets 66 per cent. 
The ratio of liquid assets (including Treasury deposit receipts) rose 
continuously to a peak of 43.1 per cent. at the end of 1941, with 
a corresponding decline to 54.2 per cent. in the ratio of earning 
assets. The past half-year has seen the first reversal of this movement 
towards increased liquidity, the earning assets ratio having increased 
to 57 per cent. 

MOVEMENT IN MAIN ITEMS AND RATIOS 


By HALF-YEARLY PERIODS 





Call 
Period Deposits Cash Money Bills T.D.R. 
£m. £m. £m. £m. £m. 
1939—II__.. ia ns + 193 + 40 + 24 + 99 — 
1940 —I es ais es + 28 — 5 — 8 + 650 — 
II os oe oe + 331 + 55 — 8 — 119 + 313 
1941 — I ia “2 oe + 146 — 14 — 16 + 72 + 168 
II oa oe wie + 383 + 55 — 2 — 22 + 276 
1942—I... ee a — 66 — 11 + 6 + 121 — 215 
Ratios (end of period) 
SSS Say 
Invest- “ Liquid “ Earning 
ments Advances Cash Assets ”’ Assets ”’ 
fm. £m. % % % 
1939 — I x4 ar a + 14 — 2 11.24 32.0 66.0 
1940 — I wd os ba t 27 — 40 10.92 33.2 64.7 
II oe es ss + 135 — 56 11.59 37.9 59.9 
1941—I. Ss - + 109 — 47 10.55 38.3 89.8 
) or 4 ate + 118 — 52 10.99 43.1 54. 
1942 — I + 60 — 6 10.87 41.0 57.0 


From | one point of view this reduction in liquidity may seem to 
be a natural corollary of the improved position of the Exchequer, 
which has permitted an actual repayment of £181 millions of floating 
debt over the six months, compared with an increase of £437 millions 
in the corresponding half of 1941. The reduction, moreover, has 
been concentrated upon Treasury deposit receipts, which show a 
decrease of £220 millions, compared with an increase of £181 millions. 
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Since deposit receipts are exchangeable for longer-term securities, 
however, the assets structure is always to a large degree within the 
control of the banks themselves. In earlier periods, the liquidity 
ratio could have been kept down by heavier subscriptions to the 
tap issues against payment in T.D.R., while the absence of any further 
bond purchases during the past half-year would have induced a 
correspondingly greater resort to floating debt finance. 


Under present conditions, it is very difficult to detect what 
principles may have replaced the pre-war convention that liquid 
assets were usually maintained in the neighbourhood of 30 per cent. 
A year ago, it could be said that the banks with the smallest holding 
of Treasury deposits were those which showed also the largest 
proportionate fall in advances and the greatest addition to invest- 
ments. This relationship, as will be seen from the following table, 
no longer seems to hold. 


T.D.R. As per cent. Fall in Rise in 
Holdings of Advances Investments 
June 1942 Deposits June 1940 June 1942 June 1940 June’ 1942 
£m. » * £m. ae £m. 

sarclays ea os -> ae 17.9 30.2 15.0 78.3 73.1 
Lloyds a le na 95.5 16.7 23.9 14.7 67.5 61.5 
Midland si sd v« Se 18.9 47.7 23.0 98.6 79.8 
Nat. Prov. .. a 4 66.5 15.4 23.3 16.7 63.1 79.6 
Westminster ns as 66.0 14.5 14.9 11.3 50.3 48.9 
Martins ‘e Re Py 27.0 17.3 10.3 23.2 16.6 44.1 
District ; ye ve 21.5 16.4 8.2 24.8 20.3 65.9 
Williams Deacon’s.. “a 12.5 20.1 1.5 a8 10.0 82.0 


What implications the recent trends may have for earnings 
it is almost impossible to estimate. Apart from the uncertainty as 
to the trend of costs, no explanation has yet been forthcoming 
regarding the position of the banks under E.P.T. Meanwhile, 
interim dividends have been maintained in all cases at I941 rates, 
as shown by the following table :— 


CLEARING BANKS’ DIVIDENDS 


1940 1941 1942 

Total Interim Total Interim 
of by A % % 
Barclays ‘“B”’ 14 7 14 r § 
Lloyds “A”’ 12 6 12 6 
Midland 16 8 16 8 
National Provincial 15 74 15 74 
Westminster (£4) 18 9 18 9 
District ‘““A”’ 18} 94 184 9h 
Martins 15 74 15 7$ 
National ; x aa 10 5 10 5 
Williams Deacon's “A” 12 6} 12} 6} 


lor purposes of record, the usual tables are appended, showing 
movements over the year in the various balance-sheet items by 
individual banks :— 
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CLEARING BANKS’ LIABILITIES AND ITEMS IN COURSE 


































































































[END-JUNE] (£ millions) 
Capital and Deposits, | Acceptances, Cheques and 
Reserves etc. etc. Balances 
—_—_$—$—$ : | = 
1941 1942 1941 1942 1941 1942 1941 1942 
’ Barclays .. ia vo | 27.1 27.1 568.8 | 643.8 13.2 12.9 25.4 25.6 
Lloyds .. ee as 25.8 25.8 514.7 | 570.7 19.0 19.4 25.2 23.5 
Midland .. os 27.6 27.6 | 613.1 | 689.6 13.3 13.8 27.8 24.8 
Nat. Provincial. . 18.0 18.0 | 409.1 | 432.8 10.1 10.5 18.2 19.5 
Westminster os 18.6 18.6 419.5 455.4 31.3 16.8 23.1 18.4 
Coutts .. sis i 2.0 2.0 29.9 30.7 0.9 1.2 1.3 Ba 
District 6.0 6.0 114.5 | 131.1 3.3 2.8 4.8 4.5 
Glyn, Mills Ls | LS 47.1 49.4 3.7 4.6 261 2&2 
Martins 7.8 7.8 137.0 | 156.0 9.3 8.2 4.9 4.3 
National .. ar 2.7 2.7 37.7 41.3 0.2 0.2 0.2 0.2 
Williams Deacon’s 2.8 | 2.9 | 54.3 62.2 1.9 2.1 4.2 4.3 
| , ; 
CLEARING BANKS’ LIQUID ASSETS _(¢ millions) 
Cash in Hand Money at Call Treasury 
and at Bank and at Short Discounts Deposit 
of England Notice Receipts 
— . wizkareoee , eal '- 
1941 1942 194] 1942 1941 1942 1941 | 1942 
Barclays .. 58.6 | 68.8 | 23.3 | 23.2 | 37.6 | 67.6 | 100.0 | 145.0 
Lloyds “* aa 53.3 | 62.2 21.4 20.8 34.8 57.5 90.5 | 95.5 
Midland .. - .. | 66.9 | 79.2 | 21.3 | 26.2 | 45.5 | 57.7 | 103.0 | 130.0 
Nat. Provincial. . as | 622 1 22-8 21.0 18.8 | 33.8 | 40.8 69.5 66.5 
Westminster = o< | VET See 24.0 26.1 | 18.5 35.1 72.5 66.0 
Coutts .. fe ft £2) s8 2.6 2.3 1.9 2 | £0 3.0 
District .. “ aa 12.0 13.8 72) S280) “6.9 15.1 16.0 | 21.5 
Glyn, Mills ‘- ged 5.3 5.5 4.2: 6.9 0.8 | 1.2 5.5 5.0 
Martins .. 4 .. | 16.2 | 16.2] 6.2 | 8.9] 9.3 | 12.8 14.0 | 27.0 
National .. a ie 5.0 5.4 | 3.2 | 5.3 Me 1.0 0.5 | 0.5 
Williams Deacon’s ee 5.9 6.8 8.6 | 5.4 «1.3 1.9 8.6 | 12.5 
: ; : a 
CLEARING BANKS’ CHIEF EARNING ASSETS  (£ millions) 
| | 
Investments* | Advances 
| 
——$—$— _— —_——__— —— —_—— —_—— _ ail — _ — i — 
1941 1942 | 194] 1942 
| 
Barclays 151.2 185.4 185.6 171.3 
Lloyds 145.7 177.5 } 146.8 138.6 
Midland 178.5 222.1 180.1 159. 
Nat. Provincial 117.5 142.4 115.2 | 110.2 
Westminster 129.4 153.2 | 120.2 116.6 
Coutts ; a é 4 11.6 13.0 8.8 8.5 
District a be nis 43.5 61.1 27.2 24.9 
Glyn, Mills .. ud se | 18.9 20.7 8 9.3 
Martins wa od oe | 52.3 54.2 36.9 34.0 
National iia ne 7 15.3 17.5 16.0 15.0 
Williams Deacon's .. sd 16.3 21.2 11.3 12.0 
| 








* Excluding those in affiliated banks, 
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International Trade Definitions 


By W. W. Syrett 


ANKERS credits and documentary bills are, of course, merely 
PB incidentals to the performance of contracts for the sale and 

purchase of goods. Ideally, it might even be held that ‘the 
purchase contract should be examined by an expert before a bank 
agreed to open a credit, negotiate bills or advance against them. 
In practice, no doubt, this is a counsel of perfection, but there are 
still many occasions upon which the banker should know at least 
as much about the interpretation of trade contracts as his customer. 
Standard trade definitions, in other words, are of concern not only 
to traders but to bankers; and the banking community should ' 
therefore take due note of the “ Revision of American Trade 
Definitions ’’ adopted last year by the Chamber of Commerce of the 
United States, the National Council of American Importers and the 
National Foreign Trade Council. 

Though the revised American terminology does not possess the 
force of law, acceptance of these terms (explicitly or implicitly) as 
part of a contract of sale would become binding upon the parties 
in any suit entered before a United States court. Moreover, the 
American conception of, for example, what is understood by a c.i.f. 
contract is bound to have a marked influence on future trade with 
the whole American continent, for the American revision is the 
only one attempted since well before the war and the remaining 
American countries are likely to follow the lead of the supreme 
mercantile power of the Western hemisphere. 

Experience of war-time conditions has enabled the American 
committee to incorporate into its clauses, and into its recommenda- 
tions, provision against some of the pitfalls of present commerce : 
for example, the S.R. & C.C. clause can be covered with either the 
marine or the war risk. The danger is that it may be overlooked 
from both. Similarly, conduct of trade for nearly two years from 
September, 1939, has provided the knowledge from which clearly 
specified and detailed recommendations, regarding war risk insurance 
itself, have been evolved. Whereas the previous standard of practice 
was for the c.i.f. seller to ‘ procure at his own cost a policy of 
insurance affording protection against all those risks (war risks 


excepted) that are by the usage of the particular trade . . . insured 
against . . .”” (Incoterms, 1936), the American revision stipulates 


that the c.i.f. seller must “ provide war risk insurance as obtainable 
in seller’s market at time of shipment at buyer’s expense, unless seller 
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has agreed that buyer provide for war risk coverage.’’ This clause 
is extended by subsequent comment. 

The revision throws into sharp relief certain differences between 
British and American practice. These differences may be summarized 
as follows :— 

(i) Under c.i.f. terms the American seller cari tender “‘ negotiable 
insurance certificate,’’ whereas the tendency in the U.K. has always 
been to insist on production of the policy. It is, of course, a material 
point whether any legal action would have to be taken in either 
country ; any action on an insurance contract in this country 
must be supported by the policy. 

(ii) In the U.S.A. the parties may agree, in advance, that 
“shipment ’’ may be evidenced by a received-for-shipment bill of 
lading. British law and practice, on the other hand, call for the 
on-board form as the only admissible contract of affreightment to 
satisfy c.i.f. obligations. The point of divergence can be overcome, 
as in the usual form by which American banks confirm British letters 
of credit, by stipulating ‘‘ if received for shipment bill of lading is 
tendered, on-board endorsement must be added, and must be 
dated.”’ 

(iii) ‘‘ f.o.b.’’ contracts can be used in the American sense to 
cover a much wider range of points of delivery than can their British 
counterparts. In British terminology, ‘‘ on board ’’ means that the 
goods are placed on board an ocean steamer or motor-vessel. The 
American term, however, can mean delivery by loading on or in 
a variety of conveyances, ranging from non-marine transport such 
as railway cars, trucks, or even aircraft, to the final or intermediate 
means of water-borne transport (ships, lighters and barges). It is, 
therefore, particularly important that buyers of American exports 
under f.o.b. terms should be ad idem with their sellers as to the point 
at which delivery is contemplated, and also the point in the transit 
to which freight must be paid by the seller. The following distinct 
varieties of f.o.b. contract are recognized :— 

(a) Named inland carrier at named inland point of departure ; 
(6) named inland carrier at named inland point, freight prepaid to 
(named point of exportation) ; (c) named inland carrier, . . . etc. 
... freight allowed to, etc.; (d) named inland carrier at named 
point of exportation ; (e) f.o.b. vessel at named port of shipment ; 
(f) named inland point in country of importation. 

The essential difference between the British and American 
conceptions of export, in other words, is that U.K. traders generally 
regard it as commencing at a port, whereas their U.S.A. counterparts 
use the term in a much more elastic sense. 

(iv) Similarly the “Ex...” form is used to cover a wide 
variety of points of origin, though here the elasticity of the term 
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importation),’’ which appears to be something intermediate between 
the British ‘‘ Ex Ship (named port)’ and our “ Franco domicile.” 
Curiously enough, no definition has yet standardized the documents 
of title tenderable in performance of this species of contract, notwith- 
standing very careful clausing on the point as far as other types-of 
contract are concerned. Obviously, once merchandise has passed 
from the carrier the bill of lading is no longer available. 

Trade terms were once regarded as requiring merely common 
sense for their interpretation. Of recent years, the tendency has been 
to define them more and more closely in all their implications. 
As trade becomes more complex for commercial parties, so it intro- 
duces greater complications for the banker. Yet the definitions 
attempted from time to time persistently avoid any specific mention 
of the matters upon which financial interests most require guidance. 
Whereas the c.i.f. contract, for example, has been defined in the 
Courts as a “ sale of goods by the transfer of documents,” the only 
reference to the actual transfer of the essential documents is provision 
for their acceptance by the buyer when tendered by the seller. 
This can be extended, by inference, to cover tender by a banker 
as agent for the seller. But it fails to answer many vital questions : 
Is the seller (or his banker) allowed to tender by air-mail? Is the 
buyer required to pay cash (or accept a bill at a tenor corresponding 
to an agreed period of credit) immediately the documents are 
tendered to him ? At what point does the property in the goods pass 
to the buyer ? Should the buyer default, what is the nature of the 
seller’s rights against the goods and how far does stoppage in transitu 
extend to protect him ? 

The fact that these points are not mentioned may merely indicate 
that the draftsmen refused to be drawn upon matters which are 
concerned less with the sale of goods than with the debt to which 
this transaction gives rise. But it is possibly significant that they are 
utterly silent upon the one vital point: When and how does the 
buyer become responsible for initiating transfer of payment for the 
goods he buys? In other words, when does he cease to be a buyer, 
and become a debtor ? In view of the thoroughness of the revision 
at all other material points, such omissions might lend colour to 
the suggestion that American interests are following a policy of 
appeasement towards certain markets where they hope to expand 
their influence both absolutely and relatively to other countries of 
the world. South American c.i.f. buyers, for example, are left with 
a loophole : they can plead that their exchange regulations preclude 
effective transfer in payment of the trade debt until the merchandise 
has been cleared through Customs. Nothing in the U.S.A. revised 
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in American usage is not much wider than it is in British practice. \ 
U.S. import trade recognizes also an “ Ex Dock (named port of } 
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terms lays down that they become debtors upon transfer of 
documents, notwithstanding the firmly established tradition to this 
effect. 

The c.i.f. contract has deteriorated fast enough in the last decade, 
incidentally contributing to the decline in the bill of exchange. 
Bankers cannot negotiate bills of exchange if these are not to be 
honoured promptly on presentation. International trade conse- 
quently offers fewer opportunities for bank finance as the period 
between lodgment and payment becomes progressively more. un- 
certain. This tendency undermines the status of an instrument 
which might otherwise play an important part in the post-war 
revival of freer trade. Unless it can be reversed, the trade bill must 
tend to follow the finance bill into obscurity. 

It is to be hoped that a corresponding revision of British trade 
definitions will be undertaken soon by some responsible association 
of interested parties, with the object of drawing up a standard code 
applicable in all circumstances—war or no war. Any such revision 
should certainly incorporate clauses covering the financial angle, 
which is at least as important as the ancillary contracts of insurance 
and affreightment. 
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Central Banks in Enemy-Occupied 
Countries 
By Paul Einzig 


‘the fate of Central Banks in countries occupied by Germany up 

to that time. Meanwhile, several more countries have been added 
to the list of Germany’s victims, and Japan has also succeeded in 
invading a number of countries. I propose now to give an account 
of the fate of the Central Banks of all these countries, in so far as 
it is known to date. At the same time, I shall bring up to date the 
information about central banking in German-occupied countries 
covered in my last article on the subject. 

The conquest of Yugoslavia was followed by the liquidation of 
the Yugoslav National Bank. In its place, the Croatian National 
Bank was established by the quisling Government of Zagreb, and 
the Serbian National Bank by the quisling Government of Belgrade. 
The Croatian National Bank adopted a new monetary unit called 
the “kuna”; the Serbian National Bank retained the old unit, 
the dinar. The branches of the Yugoslav National Bank situated 
on territories taken over by Germany, Italy and Hungary were 
absorbed by the respective Central Banks of these countries. Little 
information is available about the working of the two new Central 
Banks. Recently, the German Press stated with satisfaction that, 
although the Serbian National Bank only opened for business at the 
beginning of this year, it had already succeeded in accumulating a 
fairly substantial frozen Reichsmark balance in Berlin. Except in 
German eyes, this could hardly be called a good start for a new 
Central Bank ; it recalls rather the case of the Postmaster General 
who inaugurated a new telephone exchange by connecting the first 
wrong number. 

In Greece, the quisling Government appointed by the German 
invaders retained nominal control over the Bank of Greece. No 
special information is available about its activities, but it is to be 
presumed that, in common with other Central Banks in German- 
occupied countries, it has had to inflate the currency as a result of 
the burden of occupation costs and the accumulation of frozen 
Greek claims on the German clearing account. 

The occupation of a large part of Soviet-Russia was followed by 
the establishment of a Central Bank for the Ukraine, under the 
style Emissionsbank in Ukranien. It issues notes in terms of a new 
currency called “‘ karbovanetz ”’ (or, for the sake of brevity, ‘“ kar.’’) 


Ji the April of 1941 issue of THE BANKER, I gave an account of 
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and issues under the guarantee of the German High Command on 
the alleged security of land seized by the German invaders. Similar 
arrangements have also been made in White Russia. The branches 
of the State Bank of the U.S.S.R. have been converted into the 
Bank of White Russia, with head offices in Minsh. The bank began 
operations on July I, 1942. 

Information about the fate of Central Banks in, Japanese-occupied 
countries is very vague, but it seems certain that the Bank of the 
Philippine Islands and the Java Bank are allowed to continue to 
function under Japanese control. At the same time, the occupation 
armies issued ‘‘ military yen ”’ notes in every country, they invaded. 
These notes have been printed well in advance of the invasion, and 
they are made to look very similar in shape, size, colour and design 
to the respective currencies of the various conquered countries. 
The death penalty has been decreed by the Japanese military 
commander against anyone who refuses such notes, or spreads 
rumours tending to undermine confidence in them. The issue of 
such notes constitutes, however, merely a temporary measure. 
There is reason to suppose that the Japanese Government intends 
to use the various existing note issuing authorities, or to create new 
note issuing authorities in their place, all under the supreme authority 
of the Bank of Japan, which is intended to be the super-Central 
Bank for the whole of Japanese-controlled East Asia. To that end, 
legislation has been passed to adjust its statutes to meet new 
requirements. 

Let us now take a glance at Central Banking in those countries 
which came under enemy occupation or control prior to the period 
under review. In Poland, the complete withdrawal of the Bank of 
Poland necessitated the establishment of a new bank of issue, the 
Emissionsbank in Poland, which began its operations during the 
spring of 1940. Its notes circulate in the territory of the “‘ General 
Government ”’ and the Polish territories seized during the Russian 
campaign. On the territories which have been joined to the Reich— 
Danzig, the Corridor, Poznan and Upper Silesia—the Reichsbank 
notes are in circulation. The Bank of Poland’s gold deposit of 
$70,000,000, which was sent to France for safe custody in 1939 
and was evacuated by the Bank of France to Dakar, is believed to 
be still in Dakar. A corresponding amount of French gold in the 
United States has been blocked by successful legal action before the 
American law courts on the part of the London head office of the 
Bank of Poland. 

There has been no further development regarding Central Banking 
in Czecho-Slovakia. In the “ Protectorate,’ the old Czecho-Slovak 
National Bank (re-named after the German conquest National Bank 
for Bohemia and Moravia) is still in operation, while in Slovakia 








108 THE BANKER 


its functions have been taken over by the newly-established Slovak 
National Bank. In common with all other German-controlled 
Central Banks, they have accumulated large floating Reichsmark 
balances. 

The extent of the accumulation of such unwanted assets is 
indicated in the annual report of the Danish National Bank for 
1941. Its foreign exchange reserve, consisting almost entirely of 
blocked Reichsmark balances, increased by Kr.460 million, largely 
as a result of the one-sidedness of the operation of the clearing 
account, which received only Kr.418 million from Danish importers 
but had to pay out Kr.858 million to Danish exporters during 1941. 
The result was an inflationary expansion of currency and “credit. 
Private deposits with the National Bank increased by Kr.350 
million, while the note issue increased by Kr.100 million. To counter- 
act the inflationary trend, the German authorities agreed to an 
appreciation of the Krone against the Reichsmark by 8 per cent. 

The Bank of Norway continues to be run by its unauthorized 
Board, and has come completely under Quisling control. The 
genuine board is established in London. The Netherlands Bank is 
now in charge of the Dutch quisling Rost van Toningen, and is so 
utterly subservient to German interests that it actively collaborates 
in the scheme for securing the investment of Dutch capital in Eastern 
Europe. The Re ichsmark reserves of the bank show a rapid and 
continuous expansion. 

There has been no noteworthy change in the situation in Belgium. 
The legal action of the Belgian Government against the Vichy 
Government to foreclose on French gold to the value of £65 million 
in the United States, in compensation for the gold of the National 
Bank of Belgium surrendered by the French authorities, is proceeding 
satisfactorily. The Bank of [rance is inflating its currency at an 
alarming rate, owing to the heavy occupation costs imposed on 
France by Germany. An increase in its share capital is under 
consideration, in order that the bank’s own resources should be 
adjusted somewhat to the increase in its liabilities. 

The Central Banks of the satellite States—Slovak National 
Bank, Hungarian National Bank, National Bank of Bulgaria and 
National Bank of Roumania—are also engaged in inflating their 
currencies, owing to the necessity of financing the export surplus 
of their countries to Germany. In Hungary, for instance, this 
financing assumes the form of granting pengé advances to German 
banks, which in turn pay the Hungarian exporters for the goods 
supplied to Germany. These advances amounted to 71 million 
peng6 on August 31, 1941, 139.6 million pengé at the end of 1941, 
and 376.8 million peng6é on June 23, 1942. 

Throughout German-occupied Europe, there is a growing tendency 
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towards note hoarding, which increases the difficulties of the Central 
Banks in no slight degree. Prices tend to rise rapidly, much more 
so than in Germany itself. There is no possibility of checking the 
inflationary trend. In Japanese-occupied countries, on the other 
hand, the trend is decidedly deflationary, owing to the slump in the 
price of products which have lost their export markets. Supplies 
of these products far exceed the requirements of Japan, and the 
surplus tends to depress prices. An exception to this rule is provided 
by China, where the mismanagement of the monetary situation by 
the Nanking quisling Government has led to a sharp rise in prices 
in Shanghai. 





. ° . 
International Banking Review 
France 
HE annual reports of the majority of big French joint stock 
companies show a more or less substantial increase of profits 
in I94I against 1940. Indeed, as a German newspaper 
sarcastically remarked recently, even though the chairmen’s speeches 
are full of complaints about shortage of raw materials they neverthe- 
less announce increased earnings. French bank accounts follow 
similar lines. For instance, the Comptoir National d’Escompte 
increased its net profits from Frs. 24.2 million in 1940 to Frs. 47.5 
million in 1941. Other banks showed similar increases. Admittedly, 
the year 1940 was affected by the German invasion and the upheaval 
that followed the collapse. Even allowing for this factor, however, 
it is impossible not to recognise the marked effect of growing inflation 
on banking profits. There was also a substantial increase in deposits, 
but it failed to keep pace with the expansion of the note issue. In 
France, the extent of note hoarding has increased considerably 
during the past year. At the end of 1941, the total deposits of the 
French “ big five’’ amounted to less than 29 per cent. of the note 
issue. The corresponding figure for the four leading banks in 1914 
was 99 per cent. 

Many French bankers realise, judging by their chairmen’s 
speeches, that the increase of the bookkeeping profits, substantial 
as it has been, has not kept pace with the depreciation of the intrinsic 
value of the currency. For this reason, a supreme effort is made to 
attract more deposits. This can only be done by increasing the 
banking facilities available to the Frénch public. The number of 
bank branches in France is relatively small. There is therefore 
ample scope for expansion, especially since the problem of man- 
power is not acute there. It seems highly doubtful, however, 
whether amidst the general wave of distrust and uncertainty an 
increase in the number of branches would result in an adequate 
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expansion of deposits. Another attempt to induce the French 
public to de-hoard its notes has been the issue of a new type of 
four years’ Treasury bonds called Bons d’epargne. These bear 
interest at 3 per cent., half of which is deducted on subscription and 
half paid on maturity. 

Germany 

Currency inflation in Germany is making rapid headway. On 
June 30, the Reichsbank’s note issue rose to Rm. 20,963 million, 
compared with Rm. 20,547 million a month earlier and Rm. 15,565 
million a year earlier. The pace of the increase slowed down some- 
what compared with May, presumably owing to the effect of military 
successes in Libya and Russia. Ever since the turn of the year, 
the pessimism of the German public has manifested itself in a 
reluctance to subscribe to Government loans and in a growing 
tendency to hoarding. 

Banks situated on territory joined to the Reich are gradually 
being absorbed by the leading German banks. The Dresdner Bank 
absorbed several formerly Polish banks, and the Bank der Deutschen 
Arbeit has just absorbed the Ostdeutsche Privatbank, Danzig. 
On German-occupied territory which has not been officially joined 
to the Reich, there is keen competition between the leading German 
banks to acquire control over the leading local banks. 


Standing the test of fire! 


**You will no doubt be interested to learn that another of 
your safes has stood the test of fire. A serious fire 
occurred at the offices of this Society last September. 
Although the intensity of the fire was sufficient to buckle 
the outer casing of the safe, the contents, mainly valuable 
papers and documents, did not show even the slighest 
trace of scorching.” 





From one of the innumerable letters testifying to the amazing 
fire-resisting qualities of .Milners’ Safes. 


MILNERS 


THE SAFEST SAFE INVESTMENT 


MILNERS SAFE CO. LTD., 21, HAMPSTEAD LANE, LONDON, N.6. Telephone: MOUntview 6655 
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Correspondence 


The Post-War Exchange Regime 


To THE EpITor OF “ THE BANKER” 
SIR, 

This article in your July issue refers to the Feis Scheme. This 
scheme is a valuable contribution to the post-war monetary problem, 
if for no other reason than that it contains a realistic examination 
of the underlying problems which have to be faced. 

It would seem, however, that the benefits and advantages 
envisaged under the Feis Scheme could be more easily realised by 
an extension of the Lend-Lease legislation to include the U.S.A. 
gold reserves. 

The suggestion put forward in this letter is that at the conclusion 
of peace, the American Government, subject to specified conditions, 
should offer to lend to certain countries for a period of, say, 99 years, 
a given percentage of their vast gold reserves. This gold would 
immediately become de-sterilized and resume its proper function. 
If this plan is adopted, the countries involved would be in a position 
to acquire over a long period their foreign exchange requirements, 
thus setting in motion the wheels of international trading. 

Yours faithfully, 
GEORGE ANSLEY. 
20 Copthall Avenue, 
London, E.C.2. 


(Our correspondent’s views undoubtedly represent a popular 
trend of thought, but one with which we cannot altogether agree. 
The suggestion that Lend-Lease arrangements ‘should be retained 
as a regular element in the post-war system implies that any attempt 
to regulate international payments and exchange on normal lines 
must be abandoned. Given some degree of international co-operation 
(which the Lend-Lease idea itself takes for granted) it is not in the 
least evident why this should be so. The Feis scheme—which can 
be described either as international charity or dumping, according 
to the point of view—would be preferable to the outright payment 
of unemployment relief in the exporting country as a means of 
keeping world economy going during the acute phase of a deflationary 
spiral. In the immediate post-war period, however, the general 
set-up is more likely to be inflationary than the reverse. There will 
at all events: be a sufficient back-log of demand to start off inter- 
national trade with an impetus that should make possible a return 
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to reasonable freedom of exchange on normal lines. Secondly, what 
is meant by the suggestion that. America’s gold accumulation is at 
present “‘ sterilized” ? It has in fact been used as the direct or indirect 
basis of American. bank credit. This raises the question of what is 
the proper function of gold. Mr. Ansley would presumably not 
suggest that his gold “‘ loans’ should be accompanied by a corres- 
ponding deflation of credit in the United States ; by the same token, 
the lack of gold elsewhere need have no deflationary effects in the 
internal sphere. [or some time, in fact, gold holdings have had 
very little necessary connection with the volume of credit in nearly 
all countries. We should say the “ proper function ” of gold nowa- 
days is simply as the most generally acceptable means of settling 
international payments in the last resort: in particular, as the 
counterpart of capital movements and for settling temporary deficits 
in the current balance of payments. After the war, capital exports 
from every country (except the United States) will undoubtedly 
have to be controlled, so that gold reserves are not necessary for 
this purpose. The need for gold in the settlement of current trans- 
actions can be minimised by fixing exchange parities at their 
equilibrium level. To the extent that gold transfers are nevertheless 
required, however, this function can be discharged if America is 
willing to sell gold in exchange for other currencies, just as well as 
if other countries were given gold with which to buy dollars. In this 
sphere as in every other, in other words, it is the goodwill of America 
which is important, not the particular mechanism employed.— 
Ep., BANKER.] 


Appointments & Retirements 


Union Bank of Scotland 
London: Mr. lan Sinclair Fraser has been authorized to sign 

official documents, “‘ pro manager.’’ Aberdeen: Mr. Robert Orr, 
accountant, is designated assistant manager. Paisley: Mr. John 
Cardno Scott, agent, retires under the Bank’s Superannuation 
Scheme. To succeed him, Mr. James Casseils, agent at Renfrew 
Branch, has been appointed agent. Renfrew: In succession to Mr. 
Cassells, Mr. Loudon McQueen Hillcoat, agent at Alexandra Parade 
Branch, Glasgow, has been appointed agent. Alexandra Parade, 
Glasgow : To succeed Mr. Hillcoat, Mr. John Leslie Rimmer, agent 
at Newport Branch, has been appointed agent. 
Lloyds Bank 

. Law Courts, W.C.: Mr. B. P. Bothamley to be a sub-manager 
on the closure of Temple Bar Branch; Mr. E. W. L. Wiggett is 


retiring. Burton-on-Trent: Mr. E. B. Priest to be sub-manager. 





™ - a rats —= el 





O 


~ 
? 


O 





eel —— 











APPOINTMENTS & RETIREMENTS | 113 
i:xeley: Mr. H. F. Norris, from the Inspection Staff, to be sub- 
manager. Guildford: Mr. D. G. Stedman to be sub-manager. 
Hanley: Mr. G. Kelley, from Burton-on-Trent, to be manager on 
the approaching retirement of Mr. T. Smith. Hungerford: Mr. 
R. J. Cameron, from Watlington, to be manager in succession to Mr. 
C. E. Morgan, deceased. Jarrow: Mr. |. Nicholson, from Coatsworth 
Road, Gateshead, to be manager. Padstow: Mr. L. T. Rowe, from 
St. Marv’s, to be manager in succession to Mr. H. S. Martin, deceased. 
Tamworth : Mr. W. F. T. Willcocks to be manager on the approaching 
retirement of Mr. S. R. West. Todmorden: Mr. C. A. Uttley, from 
Blackburn, to be manager in succession to Mr. J. A. Burslem. 
lVestgate Road, Newcastle-upon-Tyne: Mr. J. Pringle, from Jarrow, 
to be manager in succession to Mr. F. Ferry. Willesden Green, NW. : 
Mr. H. J. S. Davies, from Brixton Hill, S.W., to be manager. 


Branches Closed 

Lloyds Bank 

Brixton Hill, S.W., closed. Temple Bar, to be merged with Law 
Courts. Monkwearmouth, merged with Sunderland. 
North of Scotland Bank 

Montrose. The High Street and Peel Place branches to be merged 
and the business of both branches to be conducted at the High 
Street Office. 
Union Bank of Scotland 

Newport, Maryhill, Kelvingrove and Portobello branches to be 


closed. 


Obituary 
/ 
Lieut.-General Sir George M. W. Macdonogh 
The death is announced of Lieut.-General Sir George M. W. 
Macdonogh, who was a member of the London Committee of the 
Hongkong and Shanghai Banking Corporation. Sir George was at 
one time president of the Federation of British Industries. He was 
chairman of the International Paint and Compositions Company, 
Scammell Lorries, Cellosit, and J. and D. Hamilton, and a director 
of a number of other companies. 


Sir I lugh Shaw-Stewart 


Sir Hugh Shaw-Stewart, who was an extraordinary director of 
the Royal Bank of Scotland, died in Glasgow recently at the age 
of 88. 
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Books 


“Fluctuations in Income and Employment” 
By T. Witson. (Pitman. Price 18s.) 
Two separate monographs go to make up this most valuable 

book—a highly abstract critique of trade cycle theory, and the 

application of the various hypotheses to the interpretation of 
economic developrrents in the United States during the inter-war 
period. It was high time that somebody summarized the present 
state of the trade cycle controversy, and Mr. Wilson seems to have 
performed that task with outstanding acumen and technical skill. 

To all appearances, the controversy shows no signs of flagging, but 

there is a perceptible change in the dvamatis personae. Keynes, 

Robertson, Hawtrey, Hayek and all the other familiar names flit 

often enough across ‘Mr. Wilson’s pages, but the later refinements 

seem to be more closely associated with a newer breed, among whom 
are prominent Kaldor, Kalecki and Hicks. In the light of more 
recent gape see the early days of the “ Treatise on Money 
and the “ General Theory ’’ seem in retrospect to belong almost to 
an age of sweet simplicity. For the modern student, the relation 
between savings and investment is a mere beginning. He must take 
into account also more esoteric phenomena such as “ Kondratieft ”’ 
and “ Juglar’’ cycles, the interaction of “ multiplier”’ and “ re- 
lation,” the “‘ Ricardo effect,” the “ degree of monopoly,” and the 
fundamental distinction between “ex ante’ and “ex post facto ”’ 
concepts. 

Like so many previous commentators, Mr. Wilson joins in the 
familiar and popular pastime of contraverting Prof essor Hayek. 
We must reject altogether, we are told, Professor Hayek’s thesis that 
the demand for consumption goods and the demand for investment 
goods can move in opposite directions. Perhaps an even unkinder 
cut is the suggestion that, at one point, the Hayekian analysis itself 

‘is an underconsumptionist solution’! However, it would be 
unwise to assume that the Austrian theory has—yet again—been 
annihilated until we hear what Professor Hayek himself hi is to say. 

On the whole, as will be gathered, Mr. Wilson considers the under- 

consumptionist case a strong one. However that may be, one can 

still say that if the theoretical section has a defect, it is not in the 
reasoning or exposition but in the failure to give in the concluding 
chapter an adequate summary of the course of the controversy. 

The applied section dealing with cyclical fluctuations in the United 
States from 1919/1937 reac hes an equally high standard of excellence. 
Six important explanations are advanced for the prosperity of the 
New Era and the comparative stagnation of the ’thirties: (1) the 
huge increase in the stock of capital before the 1939 slump; (2) the 
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apparent absence of important changes in technique during the 
later period ; (3) the decline in the rate of growth of productivity ; 
(4) the decline in the foreign balance ; (5) the unfavourable political 
atmosphere, and (6) the high wage policy of the New Deal, which 
was “a dangerous method of attempting to achieve what was un- 
doubtedly the supremely important need of the country—a re- 
distribution of income in favour of the working and spending class 
in order to offset the partial exhaustion of investment opportunities.” 
In Mr. Wilson’s view, we can do no more than guess at the relative 
importance of these factors, but bankers will note with particular 
interest the conclusion that an inadequate supply of credit played a 
very minor part in the final collapse. 

It is when Mr. Wilson proceeds in his final chapter to put forward 
his conclusions and suggestions for the control of the trade cycle 
after the war that one is sometimes tempted to part company. 
The conservative will continue to doubt whether the insensitiveness 
of the yield on long-term securities altogether precludes the achieve- 
ment of stability by manipulation of short- term rates. It is encourag- 
ing to note that in spite of his underconsumptionist sympathies, 
Mr. Wilson rightly rejects any attempt to increase the propensity 
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to consume by means of a general advance in money wages (which 
could only increase unemployment) and is equally alive to the effects 
of a high income tax in discouraging incentive and _—e ing industry 
of funds for investment projects. ‘On the other hand, few practical 
people would accept the idea that a capital levy might be deprived 
of deflationary effects simply by ensuring that it is much too severe 
to be met to a large extent out of income! In the peculiar circum- 
stances of the post- war period, the deflationary effect of a levy might 
actually be a recommendation. But that would certainly not be 
true of its periodic use as a means of offsetting the sec ular increase 
in Government debt. Nor can one imagine the Treasury taking 
kindly to the suggestion that payment might be acce _ in the form 
of “ industrial securities which could be held by the Government as 
an asset against the corresponding portion of its remaining debt.” 
Such minor criticisms, however, do not affect the general conclusion 
that the book is a most important contribution to economic thought, 
Which should find a permanent place on the book-shelves of every 
serious student of economic problems. 
W. M.D. 
“Road and Rail” : 
By Girpert WaLKER. (Allen & Unwin. Price 12st 6d. net.) 
hough Mr. Walker reveals an extensive knowledge of the 
practice of road and railway companies, it is from the economic 
viewpoint that he approaches the transport problem. Inevitably, 
therefore, he is mainly concerned with the issue of competition 
versus monopoly, and, inevitably, he shows no great tenderness 
towards the attempt to bolster up the railways by setting up a 
parallel monopoly in road transport through the restriction of 
freedom of entry into that industry. The immediate question, 
as he points out, is how best to resolve the difficulties created by 
the existence of two sets of prices for transport —one for the railways 
based broadly on the average cost of working traffic over all routes, 
and another for road transport based upon the particular costs of 
the job in hand. 
The solution which is becoming the recognized line of approach 
wi to require road hauliers to charge the same rates as the railway, 
- to cause and allow the road and railway interests to agree upon 
a scale of charges enforced by statute. Not unnaturally, this approach 
commands the ready assent of the railways and the larg rer haulage 
concerns ; but it merely imposes on road transport the monopolistic 
conditions which necessarily exist in the case of the railways. In 
the author's view, the facts just do not support the suggestion that 
the road-rail problem can be solved by discriminatory taxation of 
road transport, the elimination of “ wasteful competition ” and the 
release of the railways from statutory regulations, On the contrary, 
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he holds that there is no decisive reason, either in theory or practice, 
why a service such as transport should not be competitive and yet 
‘co-ordinated.”’ If co-ordination is to mean anything more than 
the mere absence of competition, it must mean that road conveys 
only that traffic for which costs by road are less than by railway, 
and vice versa. ‘Traffic and services for which neither party has a 
decisive advantage could be operated competitively by a co-ordinated 
service as by any other. 

The book is, however, anything but a mere doctrinaire plea for 
laisser faire. On the contrary, Mr. Walker insists that his conclusions 
do not mean ‘that the amalgamated companies should be dis- 
integrated. Railway reas pang must be large undertakings. The 
economies of consolidation are great, and a unified system can give 
more easily and efficiently the through working and through service 
which the trader required. To reach a proper co-ordination of service 
by competition between four large railway companies and a great 
number of small road hauliers dem: inds only that each line of railwé ay 
charge a scale of rates appropriate to its physical characteristics and 
the economic circumstances of the traffic passing over it. But free 
competition cannot ensure this. [Free competition between rail 
and road by itself can secure at the most that railway rate is nowhere 
greater than average cost by road. The economies of working 
traffic by rail in the most favourable circumstances could be ret ined, 
were competition entirely free, as a monopoly revenue by the line 
which earned them. Uncontrolled competition between large 1 railway 
systems and small road hauliers, if it were pursued actively by the 
former, could only lead to the destruction of the latter or absorption 
into the railway’s organization. Regulation of transport under- 
takings is required if compe tition is to be relied upon to “ co-ordinate’ 
road and rail, just as much as if that state is to be reached through 
monopoly, statutory or by agreement.’ 

The form and objects of control, howev er, would be very different 
from those of the present controls - ‘The standard revenue, the 
General Railway Classification of Merchandise, and the standard and 
exceptional charges should be swept away. As long as rates must be 
published, prohibition by law of undue preference can go as well. 
sut since competition is mainly to be relied upon to control transport 
charges, that competition must be kept as active and effective as 
possible. Concurrently, therefore, with the release of railways from 
regulation, the existing restrictions on the issue of licences for the 
carriage of goods by road should be removed. New enterprise in 
the haulage business and the expansion of fleets should perhaps be 
officially encouraged rather than restrained. No other limitations 
should be imposed upon the grant of a licence to a carrier but those 
designed to ensure the financial stability of applicants and equitable 
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conditions for the labour employed. . . . There may be political 
ends to be served, inconsistent with the attainment of minimum 
cost, such as the maintenance of a transport service which can run 
exclusively on a home-produced fuel. But, apart from considerations 
of that sort, it should not be an impossible task for legislatures to 
devise a suitable scheme of control, nor for public authorities to 
administer this successfully.’ All disinterested persons must agree 
with Mr. Walker that “the advantages which competition in 
transport can afford both trader and public are important enough 
to justify at least an attempt to co- ordinate rail and road within 
a competitive framework.’ 


“Does Money Matter ?” 

By Oscar Hopson. (P.S. King & Staples. Price 2s. 6d.) 

THERE must be many readers of the News Chronicle who pre- 
cisely reverse the normal procedure and turn first to that minute 
space at the foot of the back page which Oscar Hobson always 
manages to cram so full of shrewd and spirited comment on our 
financial affairs. Probably only his fellow journalists can appreciate 
all that goes to the making of those brilliantly simple little articles. 
It was an admirable idea to reproduce a selection of them in this 
more durable form. Thus combined, they provide at once a text- 
book and a tract for the times, throwing a searching light on all the 
more important questions of war finance and economics—and not 
a few post-war problems into the bargain. What. is more, the 
informed commonsense which animates the individual essays emerges 
clearly as the product of a coherent economic philosophy, a point of 
v “lew which is best summed up in the typically Hobsonian comment : 

‘ Though we are supposed to be fighting for freedom, the ideal of 
economic freedom seems to be playing a very small part in the 
minds of most people that I come across.’’ From one point of 
view, the book is a series of blows in defence of that ideal, the belief 
that private enterprise and the price system have no less useful a 
part to play in our economic life than have “ planning ’’ and Govern- 
ment controls. But its chief importance is as a piece of popular 
education—a successful attempt to enlighten and interest the 
ordinary man by reducing economic issues to their simplest terms 
and presenting them in a lively, readable form. With his flair for 
the right phrase, Hobson is able, in a fe w words, to deflate pompous 
catchwords about “ stable prices ’’ and “ assured markets ”’ ; expose 
the evils of monopoly ; unravel the confusion between real things 
and their monetary expression ; annihilate currency cranks ; pillory 
the Minister of Agriculture (whose talk about the “ cry for cheap 
food’ is shown up as “ an economic argument of such staggering 
queerness as to leave one positively reeling ’’), or debunk the Warship 
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Weeks ballyhoo while explaining the need for real savings. Since 
no review is complete without a word of criticism, it may be said 
that it is surprising to find approval in this of all places for 
Mr. Courtauld’s ideas. And it is not true that investment must 
always involve’a real cost ; in conditions of severe unemployment, 
the community may benefit from the stimulus to consumption 
goods output as well as the investment itself. On the other hand, 
the sections discussing a capital levy and showing the extent to 
which wartime taxation has fellowed the principle of “ soaking the 
rich’ are specially useful in refuting the widespread belief that 
huge fortunes are bei sing made out of the war. Our official propaganda 
bodies have allowed such misconceptions to become so firmly rooted 
as to constitute a menace to the war effort. It is to be hoped that 
a belated attempt will be made to repair that sin of omission by 
seeing that this little book reaches the wide public that its moderate 
price makes possible. 


Bank Buildings of Merit 


(VIII) Some National Provincial Banks 
By Professor C. H. Reilly 


S such a large proportion of the National Provincial branches 
Acs as buildings be called ‘‘ banks of merit,’’ thanks to the 

skill of their architect Mr. W. [*. C. Holden, the Editor has 
hit on the interesting idea of asking the latter which branches gave 
him the greatest pleasure in their designing. The result is a delightful 
letter which has been passed on to me, together with the photographs 
of eighteen banks. In these days, however, I am unfortunately 
restricted to three illustrations. I cannot therefore show in turn 
why the architect enjoyed each of these particular buildings, much 
as I should like to do so, for the process might be entertaining as well 
as instructive. There is indeed always something to be learned 
when an artist enjoys the job on hand. All I can do is to summarize 
the reasons he gives. 

First there is a group of buildings, mostly new and bad, into 
which the architect had to insert his bank section on the ground 
floor and for the part above to indulge in what he humorously calls 
‘face-lifting.’” This means taking out objectionable features, 
restoring missing detail, and generally trying to give some orderliness 
to late Victorian and Edw ardian exuberance. The Spalding branch 
is one of these. It has now a long facade of nine pilastered bays in 
delicate brickwork above the stone bank storey, but with so clean- 
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shaven an appearance that I fancy Mr. Holden must in this case 
have provided a completely new face and not merely improved an 
old one. At Reading he has clearly done this, for he has sent me 
a most amusing photogr aph of a large, top-heavy, turreted and 
gabled building, the gables of which are enriched with ornate but 
sham half-timber work and pebbles. Three-quarters of this front 
he has replaced with a quiet Georgian structure greatly to the 
benefit of what one may take to be Reading’s main street. If he 
had only rebuilt the remaining third in the same manner, the quiet 
old buildings on either side could have held up their heads again. 
Dover is the next on his list of face-1 raising, and here the building 
does certainly look like a poor building cleaned up, for the proportions 
still remain dull and uninteresting. The detail, however, of the 
deeply recessed arched windows of the bank, and the linking of the 
stone work of these to the stone band above the first-floor windows 
and the reduction of the latter windows in height so that they should 
not conflict with those of the bank, are clearly part of the surgical 
process. Chichester, the last in this category, I should say from 
the first glance at the photograph is a beautiful old Georgian house 
such as that fortunate town has in comparative abundance. On 
closer inspection, however, I think it is a fake. No, that is not the 
right word. I think it is a fine piece of design in the Georgian 
manner. The door and doorhead are almost too rich, and the main 
cornice projects a trifle too sharply after two hundred years of 
weathering. I am afraid it is a new front, but what a good maker 
of antiques Mr. Holden can be when he likes ! 

His next category of things he enjoyed doing is where he has 
preserved good old buildings and given them a new life. At High 
Wycombe there is a grand old Georgian house in the main street 
which is left externally as it was, the bank contenting itself with 
its name in fairly small letters (that is small for a bank, perhaps, 
in such a case) above the first-floor windows. It is interesting to note 
how the original pedimented and pilastered doorway suits exactly 
the bank character, or rather the character banks to-day insist on 
assuming. Another old building preserved, and in this case improved, 
is the old Martin’s Bank in Liverpool, which the latter surrendered 
when they built their great Renaissance palace next to the Town 
Hall. 

The Maidenhead branch, Mr. Holden says, “is perhaps the 
greatest lark of all.”” Into what was a brewery with twin towers 
in a coarse bastard Jacobean manner he has introduced a great 
circular-headed window above his entrance to light the cavernous 
interior. The entrance itself consists of finely panelled bronze doors 
with a built-forward marble frame, giving an interesting note of 
delicacy to this strange structure. Of these altered buildings he 
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modestly adds that the results architecturally may not accord with 
the latest ideas, and they certainly do not, yet he ventures to think 
the buildings are the better for what he has done. Of this, too, there 
can be no doubt. 

In some towns, Mr. Holden says, the bank has been asked to 
conform to local or historical associations. He mentions the cases 
of Stratford-on-Avon, Ludlow and Peterborough, and says he did 
what he could to meet these wishes. At Stratford few could have 
done as well in this direction. Except that the ground storey is 
probably a few inches higher than those of the old Tudor timbered 
structures of the town, it would be difficult to say in passing that 
— building, with its carved barge boards to the gable s, its grotesque 
brackets supporting the overhanging storeys, and its timbers all 
carefully pegged together, is not a ge nuinely old one. Whether 
Stratford is right in asking for imitations standing up unlabelled 
among its genuine antiques is another matter, but there is no doubt 
about the quality of this particular imitation. At Peterborough, he 
has built a stone Elizabethan bank. Both of these are the sort ol 
things we used to erect at foreign exhibitions as British pavilions, 
even if we exhibited within them modern aeroplanes. Now we have 
them as British banks, no doubt taking in the unwary but equally 
no doubt adding to the picturesqueness of the towns in which they 
stand. Once more one can be sure Mr. Holden thoroughly enjoyed 
himself. 

Then he has a category of genuinely new buildings, often large 

structures: for the National Provincial directors seem to have 
adopte ‘d the policy of making a large impressive block when the site 
permitted and letting oif the larger part to shops and offices so long 
as the bank proper and its entrances can dominate the whole 
By working on this scale, Mr. Holden has often been able to achieve 
considerable street improvements. Malvern is a little classical 
building sweeping from one street to another on a new and pleasant 
line. Coventry is a massive classical structure looking, with its two 
big stone Doric porticos, like a public building, and Luton is a modern 
scheme of the same kind but with modern detail which, with its 
shops and restaurants at different levels, cannot help suggesting the 
cinema— though few cinemas have so austere and fine a main 
entrance. Remodelling these sites and getting such impressive 
results must certainly have been good fun. Castle Circus, Torquay, 
and Louth are elegant smaller examples of the same kind, the latte1 
a beautifully finished and proportioned little brick and stone structure 
looking as if some Georgian gentleman of fine taste had just returned 
from a world tour and, for some unknown reason, had built himself 

little pavilion on a corner site in his county town instead of in 
his park nearby. It really gives one a little shock. Our Georgian 
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country towns, which we love so much, must have seemed’ smart 
and almost parvenu places when they were first built. 

I have chosen for illustration three modest modern buildings 
which explain themselves. I have chosen them because I am sure 
this versatile artist must really enjoy building straightforwardly and 
honestly in a contemporary manner better than in any fancy dress, 
clever as he is at every kind. 





! [Mr. W. F.C. Hold 
FHE EALING BRANCH 

The examples are of quite small branches, none the more easy to 
design for that. They have been designed each as a complete little 
bank which can be judged as a whole and not as a bank plus shops, 
nor as a bank plus offices, nor as a bank plus anything else, nor 
as one masquerading as anything else. They are the Ealing, Newport 
(Salop), and New Quay (Cardiganshire) branches. The first is a 
plain but highly-finished stone building, in which the stone is a 
veneer to a concrete structure and has been truthfully used to show 
this. This will be seen by looking at the jointing. The second is 
a somewhat similar brick structure beautifully proportioned and 
finished. The third is a strong, rough little stone building very 
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suited to its Welsh habitat. If one examines the loving care shewn 
in, say, the Newport one in such little details as the tiled jambs to the 
windows, the elegance given by the long lines of the windows them- 
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Architect Mr. W. F.C. Holden 
THE NEWPORT, SALOP BRANCH 

selves, the slight offsets where the plain return face meets the curved 

one and in the detail of the coping and the plinth, and when to all 

this is added the fine shape and height and general proportions 

the architect could allow himself over what is, after all, a building 
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with one large room, I think it is clear he must have enjoyed himself 
here more than anywhere else. Here he was like a sculptor working 
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Vr. W. F.C. Holden 
THE NEW QUAY BRANCH, CARDIGANSHIRE 
freely on a single symbolical figure or a painter on an abstract design. 

l‘or the genuine artist I can imagine no happier condition. 
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